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_ 'ROUTING AND RECORD SHEET
SUBJECT: (Optional) . - : : - :
: Replacemént Rates — Supplemental Retirement
STATOM: | » EXTENSION | NO.
'}'hJ " A/ADD/Pers/EBS o "| oate R : ,
STAT - 12 February 1986
:8;‘“"(?)’““ hd ond DATE OFFICER'S COMMENTS (Number each comment to -sho\v from whom
RECEIVED | FORWARDED INITIALS ] to whom. Oraw a line across column after each comment.)
1. : . -
' .'DD/Pers/EBS Bob, -
2. _ Attached are charts which
D/Pers reflect replacement rates for the
supplemental retirement plan being
a. worked out by Senate/House
conferees. We have also attached
the briefing book used on the Hill
4. that show the effects of the
Ford/Oakar, Roth/Stevens original
proposals and our 1.3% accrual
5. formula for CIARDS.
Note the compromise plan
6. provides over a 9% greater
replacement rate than the 1.3%
: version for CIARDS-types and comes
7. very close to the original
Ford/Oakar plan. For regular
Ccivil Service, the total
8. replacement rates exceed the
original Ford/Oakar plan at time
of retirement--the change in the
9. Thrift Plan formula accounts for
this. The trade-off is a
reduction in COLA protection.
10. _ _ :
- We are, of course, available tq
' discuss if you so desire.
STAT ' ' o
12.
13. L —
cc: DD/Pers .
4., .. ‘g‘": . .
1.
o 610 e
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ENTALIVE NUUDL/ OLNALLD LUNOLOUNILUL Tl

REGULAR CIVIL SERVICE
BASIC PROVISIONS @1 j o577
° Age 55 Retirement /05%

1% accrual X years of service X high 3

Supplemental Annuity from retirement to age 62

Thrift Plan - Maximum 10% employee contribution: government
contributes 1% even if no employee contribution, then
matches in full up to 3% of any employee contributions and
one half of next 2% of employee contributions (Max gov't
contribution - 5%)

° Reduced COLA

AGENCY CSRS EMPLOYEES AGE 55 WITH 30 YEARS SERVICE

FINAL SALARY $30,000 $45,000 $60,000 $75,000

REPLACEMENT RATE AT 55

Pension 28% 28% 28% 28%
Supplement 16% 12% 9% 8%
Gov't 1%
to Thrift Plan 1.6% 1.6% 1.6% 1.6%
Total 45.6% 41 .6% 38.6% 37.6%
Thrift Plan 14.4% 14.4% 14.4% 14.4%
Total * 60% ! 56% : 53% 52%
Current CSRS 53% 53% 53% 53%

REPLACEMENT RATE AT 62

Pension 21% 21% 21% 21%
OASDI 17% 13% 10% 83
Thrift Plan 16% 16% 16% l6%
Total 543% 50% 47% 45%

* Employee Contribution to Achieve Total:

Social Security 5.7%
Basic Pension Plan 1.3%
Thrift Plan 5.0%

TOTAL 12.0%
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TENTATIVE HOUSE/SENATE COMPROMISE PLAN
SPECIAL CATEGORIES 14r

g

s

BASIC PROVISIONS

Age 50 Retirement or 25 years service at any age

~1.7% Accrual (lst 20 years); 1% (after 20) X years of
. service X high 3

Supplemental annuity from Retirement to age 62

Thrift Plan - Maximum 10% employee contribution:
government contributes 1% even if no employee
contributions, then matches in full up to 3% of any
employee contribution and one half of next 2% of employee
contributions (Max gov't contribution - 5%)

° Reduced COLA

CIARDS EMPLOYEES RETIRING AT AGE 50 WITH 25 YEARS OF SERVICE

UNDER SPECIAL CATEGORY PROVISIONS

FINAL SALARY $30,000 $45,000 $60,000 $75,000

REPLACEMENT RATE AT 50

Pension Plan 37% . 37% 37% 37%
Supplement 143 10% 8% 63
Gov't 1% to
Thrift Plan 1% 1% 1% 1%
Total 52% 48% : 46% 44%
Thrift Plan 9% 9% 9% 2%
Total* 6l% 57% 55% 53%
Current CIARDS 47% 47% : 47% . 47%

REPLACEMENT RATE AT 62

Pension Plan 33% 33% 33% 33%
OASDI . 15% 11% 9% 7%
Thrift Plan 10% 10% 10% 10%
Total 58% 54% 52% 50%

*Employee Contribution to Achieve Total:

Social Security 5.7%
Basic Pension Plan 1.8%
Thrift Plan 5.0%

TOTAL 12.5%
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PROPOSED CONFERENCE AGREEMENT - SUPPLEMENTAL RETIREMENT LEGISLATION

1. BASIC ANNUITY PLAN

..---——----------—--_--_--__..—.—-—---—-_--_-------------—----—---

_-__-_.._-—————-———————.—-——_--__.__-.—_-_-———-.—-.---—--_—-o-—-——-_-.——_—--—-——.

B. Employee 1.3% of pay in 1987,
contributions 0.94% in 1988-83, and
required 0.8% after 1989.
C. Vesting of retire- 5 years civilian service, provided
ment benefits employee’s contributions are not refunded.
D. Salary base Average of high-3 years salary.
E. Retirement benefit 1% of high-3 pay times years of service, or

F. Eligibility for
retirement

1. Unreduced Age 62 & 5 years service,
age 60 & 20 years service, or
"Minimum Retirement Age" & 30 years service--

Year of birth Minimum Retirement Age
Before 1948 55
1948 55 & 2 months
1949 55 & 4 months
1850 55 & 6 months
1951 55 & 8 months
18952 55 &10 months
1953 - 1964 56
1965 56 & 2 months
1966 55 & 4 months
1967 55 & 6 months
¢ 1968 55 & 8 months
1969 56 &10 months
1970 & after 57
2. Reduced Minimum Retirement Age & 10 years service.
3. Involuntary Age 50 & 20 years service, or any age & 25
years service.
4. Deferred Unreduced benefit at age 62, if emplovee had
vested : 5 years civilian service at termination and
did not get refund of contributions. Reduced

benefit available at Minimum Retirement Age
to vested employee with 10 years service.

: Sanitized Copy Approved for Release 2011/03/07 - CIA-RDP89-00066R000300080001-3



Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3

1. BASI

I T T E RS ¥ R & i -
- - ===c

G. Apount of annuity
1. Unreduced

2. Reduced

3. Involuntary

4. Deferred vested

H. Supplement pavable
to age 62

J. Cost-of-living
adjustments (COLAs)

1. Annual COLA

"  percentage,
based on
increase in
Consumer Price
Index (CPI}

2. Eligibility
for COLA

K. Optional forms
of benefits

page 2

C ANNUITY PLAN (continued:

Proposed conference agreement - May 13, 19&b6

Based on accrual rate, without reduction.
Reduced 5% for each year under age 62.

Based on accrual rate without reduction. Sup-
plement paid from Minimum Ret. Age to age 62.

Full accrued benefit payable at age 62.
Reduced benefit can be elected at Minimum
Retirement Age by former employee with 10
vears of service.

Employee retiring after Minimum Retirement
Age with 30 years service, or age 60 with 20
years service, gets Supplement to age 62,
equal to estimated Social Security benefit
earned in federal service.

Supplement is subject to earnings test,
similar to the test used by Social Security
at age 62, reducing Supplement if retiree
has earned income in excess of an annual
exempt amount ($5,760 in 1986, wage-indexed' .
Option to withdraw contributions at separa-
tion with benefits forfeited.

Increase in CPI Annual COLA percentage
Up to 2%. ... Same as CPI increase
2% t0 3%. .. it %

3% OF DOCL€. . coveenneens CPIl increase minus I

percentage point

Regular retirees over age 62, or

disabled and survivors at anv age.

1. Joint-&-survivor annuitv, automatic 1t
married unless jointly rejected.
Exployee’'s annuity is reduced 10% to
provide spouse with 50% survivor benerit.

(3]

Alternative options that are actuarially
equivalent and offered by Office of
Personnel Management.
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2.

P O T X
- R kR R

B. Contributions
by employer
and employees

C. Vesting

D. Investments

1. Employee may
elect to invest
own account in:

2. Management of
investment funds

page 2

THRIFT-SAVINGS PLAN

Proposed conference agreement - May 14, 192€

- - - - - e e M S M M e W e L W Se G T W M EE W T e w e e = -
Pt~ g

Every 6 months employees have an open season
to join the plan or reallocate investments.
Newly hired employees may join at the second
open season (6 to 12 months after hire).

- ———— . - — S . S - D G R WS W - - -

Employer automatically contributes 1 percent
of pay into each employee’s account.

Employees may contribute up to 10% of pav,
with emplover matching as follows--
First 3% of pay........$1.00 per $1.00
Next 2% of pay.......... $.50 per $1.00.

So employer contributes at most 5% of pay
for any emplovee.

Employees covered by CSRS also may contribute
up to 5% of pay, with no employer matching,
to invest in Fund A (government securities..

Full and immediate vesting of all except the
1%-of-pay automatic government contribution.
This automatic contribution becomes vested a:
3 years of service for career civil servants,
2 years of service for non-career SES and
political (Schedule C) appointees, Members
and Congressionai staff.

Fund A--Special government securities.

Fund B--Fixed-income securities, using
insurance company Guaranteed
Investment Contracts (GICs),
bank certificates of deposit or
other private-sector securities.

Fund C--Equities, using a stock index fund
(invested in proportion to a diversi-
fied common stock portfolio such as
the Wilshire 5000 Equity index:.

The investment funds are managed by a Board
of 5 members appointed by the President,
taking into account one recommendation from
the Senate and one from the House. Executive
Director is responisible for investment
operations, employee recordkeeping, etc.
Voting rights in connection with common stock
owned by the Plan are not exercised.
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page =+
2. THRIFT-SAVINGS PLAN {continued)
Proposed conference agreement - May 14, 1986
D. Investments (continued)

3. Phase-in of Percentage required to be
private-sector Contributions in government securities
investment option in calendar  =-=----------------co=----c
in early years of year Employee Employer
the thrift plan: = ----=---=-----  =-==-=-=-= =77 7°7"°°

1987 100% 100%
1988 80 100
1688 60 100
1990 40 100
1991 20 100

(After 1991, no funds derived from
employee contributions are required tc
be held in government securities.)

1892 0 100
1983 0 80
19384 0 60
1985 0 30
1986 0 20

(After 1996, no funds are required to
be held in government securitiles.:

E. Pavout of emplovee Emplovee may elect pavout of
retirement accounts account balance:

1. As annuity for life or for a fixed terz.

2. In cash (at retirement age, death or
disability:.

3. As rollover to IRA (at termination of
employment).

Active employvees may not withdraw funds.

Program of loans to employees 1is
to be established by January 1, 1988.
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page 5

3. SURVIVOR BENEFITS

_-------------------------------_-----------_--------------------_-----
=-------..-..--_-..--..--_..-..-_-__---------_----------.----—-----------_----

A. Pre-retirement At death of married employee with 18 months
death benefit of civilian service, surviving spouse gets--
to spouse or -
former spouse 1. Lump sum of $15,000 (indexed to CPI) and

one-half employee’s annual rate of pay
or high-3 average if higher. Spouse may
elect payment as an annuity.

2. Annuity equal to 50% of accrued annuity,
if employee had 10 years of service.

These benefits are paid in addition to any
Social Security, group life insurance or
thrift plan death benefits.

B. Children’s benefits, Annually adjusted amounts, offset by Social
payable at death Security children’s benefits, varying by
before or after number of children & whether or not orphaned.
retirement In 1986 amount is about $2,800 per child, up

to 3 children, or $3,400 if orphaned.

Pavable to unmarried child up to age 18,

age 22 if in school, or anv age if disability
started before age 18.

C. Optional post- Emplovee’s annuity is reduced 10% to provide
retirement annuity to surviving spouse.
death benefit
to spouse or Automatic if married unless jointly
former spouse rejected by both spouses.

Surviving spouse gets ‘1. 50% of employee’s
unreduced annuity, and :2  supplement pavable
to age 60 if ineligible for Social Security.
At spouse’s death, emplovee’s annuity 1s
restored to unreduced amount.

D. Special provisions Benefits are the same as for surviving
for surviving spouses, subject to elections, court
former spouses, orders and deposits 1n certain cases.

or new spouses
due to marriage
after retirement
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page 6

4. DISABILITY BENEFITS

A. Administration Disability benefit paid if employee has 18
and eligibility months of civilian service.

B. Definition of Employee must be unable, because of disease
disability or injury, to render useful and efficient

service in the employee’s position.

Employee will also qualify for Social
Security benefits if unable to work in any
substantial gainful activity.

Employee may not decline reasonable job offer
in the same agency and commuting area, at the
same pay grade.

During disability, total income from work may
not exceed 80% of former job's current pay
level. Employee may be given physical exams.

._—-_._—_-_--_.._..-—.._—___-.—-_—__._—_______-___—__.-_..——_——-—--—_.._-_-—_-_-._—_

C. Disability benefit

amounts
1. In first vear 60% of high-3 minus 100% of any Social
of pavments Security benefit pavable to the emplovee.
2, After lst year, 30% of high-3 minus 60% of initial Social
up to age 62 Security benefit pavable to the emplovee,
increased by annual COLA percentage (same 2as
allowed for basic annuity at age 62 & over:,
but not below annuity earned to date.

D. Retirement benefits Recomputed from basic annuity formula, but
after disabled limited to benefit pavable to individual who
employee reaches gets Social Security ‘40%-less-60% formula:.
age 62

Employee gets credit for vears of disability
toward basic annuitv formula, and salary for
purposes of the hi1igh-3 goes up at annual
COLA percentage.
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page 7
5. MISCELLANEOUS PROVISIONS
Proposed conference agreement - May 14, 1986
A. Credited service
1. Part-time service Pay rate is increased to full-time rate, and

benefit formula uses pro-rated service,

2. Unused sick leave Not credited.

3. Military service To get credit for post-1956 military service,
enployee must deposit 3% of military base pay
for period of service, plus interest if
deposit made more than 2 years after hire.

—--_-—___--_-_._—-——-_———--_——.—-_-———_—--——-———_-—_-—--—.—----—--————-——--—

B. Treatment of special
groups of emplovees

1. Firefighters, Unreduced benefit at age 50 & 20 years of
law enforcement service, or any age & 25 years service.
officers and
air traffic Annuity is 1.7% of high-3 pay times years of
controllers service up to 20, 1.0% times years over 20.

Supplement paid to age 62, equals estimated
Soc.Sec. benefit earned in federal service,
earnings-tested above Minimum Retirement Age.
Annual COLA percentage applies at all ages.

Emplovees contribute additional 0.5% of pay.

N

Military reserve Emplovee separated due to termination of mil-
technicians itary service after age 50 & 25 years service
gets unreduced annuity with Supplement to 62,
earnings-tested above Minimum Retirement Age.

3. Members of Unreduced annuity for Members only at age 50
Congress and & 20 years of service, or any age & 23 vears
Congressional of service.

employees
Annuity is 1.7% of high-3 pay times years of
service up to 20, 1.0% times years over 20.
Earnings-tested Supplement paid from Mininum
Retirement Age to age 62.

No COLA to age retirees before age 62. These
classes contribute additional 0.5% of pay.

4. Employees of non- Not covered. Department of Defense 1s to
appropriated fund provide a study of how to give such emplovees
instrumentalities appropriate benefits and portability.
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5. MISCELLA

C. Transfers of current
employees covered by
CSRS to new program

D. Treatment of emplovees
re-hired, who were
not covered earlier
by Social Security

1. Employees with
break-in-service
up to 1 year

19

Employees with
break-in-service
over 1 yvear

E. Transition from
interim plan in
effect 1984-86

1. Employees newly
hired on or after
January 1, 1884

o

Employees before
January 1, 1984,
covered then by
Social Security
mandatorily

3. Employees re-hired
during 1984-86 .

page 3

NEOUS PROVISINONS (continued)

- —— - - - - M e G - - - —

P P L R -
--_-_-----------_--_---_—_—_-__-__-_---------

Current employees may elect between July 1
and December 31, 1987 to transfer into the
new plan including Social Security--

—— Credit in current program stops, but the
high-3 pay continues to run.

-- All service counts toward years needed
to be eligible for retirement, disability
and vesting in both CSRS and new plan.

-- Employee gets survivor and disability
coverage from the new plan only.

—— Upused sick leave is credited under CSRS
based on the amount accumulated at date of
transfer, or date of retirement if lower.

-- Current law Social Security windfall
benefit reduction provision is retained.

_----_—_—_—_—_—_—.——-—_—.—-_____-_-——___—--—_-_

Remain out of Social Security and are covered
by CSRS. May transfer to the new plan
including Social Security coverage.

Covered by Social Security, and--

a) Those with less than 5 years under CSRS
are covered by the new plan.

b) Those with 5 or more vears under CSRS are
covered by CSRS with 100% offset of Social
Security. May transfer to the new plan.

Get credit for all service toward new plan.
Those covered on Januaryv 1, 1987 get credit
toward thrift plan of 1% of 1984-86 pav.

These emplovees get CSRS benefits, offset by
Social Security benetfits attributable to
federal service, and pay contributions at the
CSRS rate less Social Security (OASDI} rate.
Thev may transfer to the new plan.

These emplovees are treated the same as
later re-hires (see D. above).
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DDA Talking Points - Senator Mathias

* - Two year internal study to review and analyze Agency

retirement requ1remen§s,wm~_\\
ittt
(T/fzgnclusions reached from studygj>
' QTIT*””ﬁééd“a“fuiiy—secure’retirement system, (Agency
self-administered): )

(2) need a retirement system that meets Agency management
requirements:

- Retain the Director's management flexibility and
authority to place employees where needed to meet surge
intelligence requirements

- Retire individuals when in interest of U.S. Government

- Adequate annuity to make early retirement feasible

- Recognize and reward overseas service

Legislative Proposals by Congress:

° Roth/Stevens Bill (Black Binder Data)

- Problems created for Agency:

- Accrual rates insufficient (1% vs 1.3%)
- No supplement from age 55 to 62 for non-CIARDS types

- Does not provide Option B for non-CIARDS types
(oversight)

- FBIS TCNs (non U.S. citizens or resident aliens) are ¥

not covered
° Ford/0Oakar Bill (Black Binder Data)

- Would meet Agency needs so long as self-administration
included

Points of Emphasis

- Agency retirement system - management tool

- Difference in State versus the Agency

~ Self-administered retirement for all Agency employees
- 1.3% versus 1% accrual rate

- 2Age 55 with supplemental for non-CIARDS types

- CIARDS review during the next year
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November 7, 1985

ma, Mr. Jenkins, Mr. Gephardt., Mr. Russo,
Mr. Duncan, Mr. Archer, Mr. Vander Jagt,
Mr. Crane, and Mr. Frenzel.

Prom the Committee on Appropriations:
Mr. Whitten, Mr. Boland, Mr. Natcher, Mr.
g!:xlth of Iows, Mr. Pursell, and Mr. Loef-

T:

From the Committee on Rules: Mr.
Pepper, Mr. Moakley, Mr. Derrick, Mr. Beil-
enson, Mr. Frost, Mr. Latta, and Mr. Lott.

From the Committee on Government Op-
erations: Mr. Brooks, Mr. Fuqua, Mr.
Waxman, Mr. Synsr, Mr. Horton, and Mr.
Kindness.

From the Committee on the Budget: Mr.
Gray of Pennsylvania, Mr. Downey of New
York, Mr. Miller of California, Mr. Leath of
Texas, Mr. Kemp, and Mr. Gradison.

Appointed as additional conferees: Mr.
Foley, Mr. Ford of Michigan, Mr. Obey, Mr.
_ Aspin, Mr. Mineta, Ms. Oakar, Mr. Panetta,

Mr. Fazio, Mr. Michel, Mr. Dickinson, Mr.
- Cheney, Mr. Lewis of California, Mrs.

Martin of Illinois, and Mr. Mack.

Mr. STEVENS. Mr. President, this
has been cleared with the distin-
guished leader on the Democratic side
of the aisle. I move that the Senate
insist on its amendments and agree to
the conference requested by the House
and that the Chair be authorized to
appoint conferees on the part of the
Senate.

The motion was agreed to and the
Presiding” Officer [Mr. WarLor] ap-
pointed Mr. PAckwoop, Mr. DoMeNICI,
Mr. Rotr, Mr. DaNrORTH, Mr. ARM-
STRONG, Mr. GraMM, Mr. RubpMAN, Mr.
LonG, Mr. BEnTsEN, Mr. CHILES, MTr.
Lzvin, Mr. Borex, and Mr. HOLLINGS
conferees on the part of the Senate.
FEDERAL RETIREMENT REFORM

ACT
AMENDMENT NO. 978

(Purpose: ‘To amend the Central Intelli-

“.gence Agency Retirement Act of 1964 for

Certain Employees to establish a new re-

tirement and disability plan for certain

employees of the Central Intelligence

Agency)

Mr. EAGLETON. Mr. President, I
have an amendment I send to the desk
and ask for its immediate consider-
ation.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Missouri (Mr. Eacre-
ron]), for himself and Mr. STEVENS, proposes
an amendment numbered 978.

Immediately (ollowlnx title II1, insert the
following:

TITLE IV—CENTRAL INTELLIGENCE AGENCY
RETIREMENT
REFERENCES

Brc. 401. The Central Intelligence Agency

Retirement Act of 1964 for Certain Employ-

" een (78 Stat. 1043; 50 U.S.C. 403 note) is
smended—

. ) in section 111, by striking out “When”
and inserting in lieu thereof “Except as oth-
:?w provided in section 302 of this Act,

h Y

. 2y by striking om this Act™ each place it

.., Sevears in title 11 except in sections 201 and

.34 and inserting in Meu thereof “this

Wle ™" und

3 b} inserting “under this title™ after

."Pmyablr from the Fund” each place it ap-

Prarn in titie 11,

WSSTRISUTIONS TO THE CENTRAL INTELLIGENCE
MRENCY RETIREMENT AND DISABILITY SYSTEM
Bac. 402 8ection 211 of the Central Intel-

hew Agency Retirement Act of 1964 for

CONGRESSIONAL RECORD — SENATE

Certain Employees (78 Stat. 1045; 50 U.S.C.
403 note) is amended—

(1) by inserting “Except as provided in
subsection (d),” before 7 percent” in the
first sentence of subsection (a); and

(2) by adding at the end thereof the fol-
lowing new subsection (d):

“(dX1) In the case of a participant who
was a participant subject to this Act before

‘January 1, 1984, and whose service—

“(A) is employment for the purposes of
title II of the Social Security Act and chap-
tcr 21 of the Internal Revenue Code of 1954.

“(B) s not creditable se:viee for any pur-
puse under title III of this Act or chapter 84
of title 5, United States Code,
thereshnlbedeductedmdvimheldfrom
the basic pay of the participant under this
subsection during any pay period only the
l;noum. computed pursuant to paragraph
2)

“¥2) The amount deducted and withheld
from the basic pay of & participant during
any pay period pursuant to paragraph (1)
shall be the excess of—

“(A) the amount determined by multiply-
ing the percent applicable to the participant

under subsection (a) by the basic pay pay-

able to the participant for such pay period.
over .

“(B) the amount of the taxes deducted
and withheld from such basic pay under sec-
tion 3101(a) of the Internal Revenue Code
of 1954 for such pay period.”.

orrstrormumuomorlocxn

SECURITY BENEFITS

SIc. 403 Section 221 of the Central Intel-
NHgence Agency Retirement Act of 1964 for
Certain Employées (78 Stat. 1045; 50 U.S.C.
403 note) is amended by adding at the end
thereof the following new subsection:

*“(pX1) Effective on the Iirst day of the
month in which an annuitant, including a
survivor, becomes 62 years of age, the annu-
ity computed under the other subsections of
this section and payable to the annuitant
shall be reduced (but not below zero) by the
amount determined by multiplying the
amount of the old-age and survivors insur-
ance benefits which the annuitant is enti-
tled to receive under section 202 of the
8ocial Security Act for the such month, if
any, by a fraction—

“(A) the numerator of which is the wuu
of the wages (within the meaning of section
209 of the Social Security-Act) for service
which is referred to in paragraph (2) of this
subsection for years before the cslendar
year in which such month occurs, and

*(B) the denominator of which is the total
of all wages (within the meaning of section
209 of the Social Security Act) and all self-
employment income (within the meaning of
section 211(b) of the Social Security Act)—

“1) of such annuitant, or -

- *“(ii) in the case of a survivor, of the par-
g::z:nt on whose service the annuity is

credited for years after 1936 and before the
calendar year in which such month occurs,

*¢2) The service referred to in paragraph
(1XA) of this subsection is service which is
covered by amounts deducted and withheld
as provided in section 211(d), is service de-
scribed in subparagraphs (C) through (G) of
section 210(aX5) of the Social Security Act,
and is taken into account for the purpose of
computing the annuity to which paragraph
(1) of this subsection applies.”. -

TREATMENT OF CERTAIN RECALL SERVICE

8ec. 404. Section 271 of the Central Intel-
ligence Agency Retirement Act of 1964 for
Certain Employees (78 Stat. 1052; 50 U.S.C.
403 note) is-amended by adding at the end
thereof the following new subsection:

S 15043

“(c) Subsection (b) shall not apply to an
annuitant who becomes subject to title III
of this Act by reason of recall service.”. -
CONFORMITY BETWEEN THE PEDERAL RETIRE-

MENT SYSTEM AND THE CENTRAL INTELLI-

GENCE AGENCY PENSION SYSTEM

Sec. 405. Section 282 of the Central Intel-
ligency Agency Retirement Act of 1964 for
Certain Employees (80 U.S.C. 403 note) is
amended by adding at the end thereof the
following new subsection:

*(c) The President shall maintain, under
the same conditions and in the same
manner as provided in subsections (a) and
(b), existing conformity between the Feder-
al Retirement System provided in chapter
84 of title 5, United States Code, and the
Central Intelligence Agency Pension System
provided in title III of this Act.”.

CENTRAL INTELLIGENCE AGENCY PENSION
SYSTEM

Sxc. 408. The Central xmem:enee Aceney

Retirement Act of 1984 for Certain Employ-
ees (78 Stat. 1043; 50 U.8.C. 403 note) is .

- thereof the

PENSION SYSTEM
“ESTABLISHMENT

pro or any other provision
of law, all participants in the Central Intel-
ligence Agency Pension System shall be sub-
ject to the provisions of chapter 84 of title
5, United States Code, and shall be treated
in all respects as persons whose participa-
tion in the Federal Retirement 8ystem pro-
vided in that chapter is required by section
8402 of such title.

“(2) Participants in the Central lntelll-
gence Agency Pension System may not
make an. election authorized by section
8418(c) of title 5, United States Code, and
shall not be entitled to any benefits under
chapter 84 of such title which result from
such an election.

“DEFINITIONS .

“Src. 302. As used {n this title, unless oth-
erwise specified—

*“(1) the term ‘annuity’ means the annuity
which is described in subchapter II of chap-
-ter 84 of title 5, United States Code, and is
payable to a Pension System participant;

“(2) the term ‘dynamic assumptions’ has
the same meaning as provided in sectiun
8401(9) of title 5, United States Code: :

*(3) the term ‘Fund’' means the Central
Intelligence Agency Retirement and Disabil-
ity Fund maintained by the Director pursu- .
ant to section 202;

“(4) the term ‘normal cost’ means the
entry-age normal cost of the provisions of
the System which relate to the Fund, com-
puted by the’ Director in accordance with
generally accepted actuarial practice and

. standards (using dynamic assumptions) and
expressed as a level percentage of aggregate
basic pay, and shall be used to value the
cost of the System for all purposes for
which the cost of the System is required to
be determined:;

*(5) the term ‘Pension System ptrtlclpant'
means a person who participates in the Cen-
tral Intelligence Agency Pension System:

. *(6) the term ‘supplemental liability”
means the estimated excess of—

, *(A) the actuarial present vaiue of all
future benefits payable (rom the Fund
under this title, over

~¢(B) the sum of— : :

*(§) the actuarial presem va.lne of t.he
future contributions to be made on behalf

g
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of participants pursuant to section
305(bX2XA) of this Act: and

*(ii) the balance in the Fund attributable
to the System on the date the supplemental

- lability i determined or to contributions

made under section 204(b) or 205 of the
Federal Employees’ Retirement Contribu-
tion Temporary Adjustor Act of 1283 (97
Stat. 1106; 5 US.C. 8331 note); and
“(7) the term ‘System’ means the Central
Intelligence Agency Pension System.
“PENSION SYSTEM PARTICIPANTS

“8ec. 303. (a) Except for persons excluded
by subscction (b), all officers and employees
of the Agency, any of whose service after
December 31, 1983, is employment for the
purpose of titlc 11 of the Social Security Act
and chapter 21 of the Internul Revenue
Code of 1954 shall be Pension System par-
ticipants.

- *(b) Participants in the Central Inu:lu-
gence Agency Retirement and Disability
8ysten who were participants in such
system on or before December 31, 1983, and
who have not had a bresk in service in
excess of 1 yesr since that date, are not
made Pension System participants by this
section, without regard to whether they are
subject to title II of the Social Security Act.

“SPECIAL RULES RETATING TO THE ENTITLEMENT
OF SECTION 203 IMPLOYERS TO ANNUITY

~Src. 304. (a) Any Pension System partici-
pant who is described in section 203 and re-
tires voluntarily or mandatorily under sec-
tion 102(c) of the National Security Act of

- 1847 (61 Stat. 498; 50 U.S.C. 403(c)) or sec-
tion 233 or 235 of this Act under conditions
authorizing an immediate annuity for par-
ticipants in the Central Inteiligence Agency
Retirement and Disability System shall be
entitled te an immediate annuity computed
under subsections (aX2), (aX3). and (c¢) of
section 8413 of title 5, United States Code.
The annuity shall not be subject to reduc-
tion under section 8414 of such title.

“(b) A Pension System participant who is
entitled to an immediate annuity under sub-
section (a) shall be entitled to receive an an-
puity supplement while under 62 years of
age. The annuity supplement shall be based
on the tota! creditable service of the partici-

‘ pant and shall be computed and increased in
accordance with section 8413b) of title 5.
United States Code.

“¢cX1) Any Pension System participant
described in section 203 may be retired
under the conditions specified in sections
233 and 235(a) and shall be retired under
the conditions specified in section 225(b).
Fach Pension System participant so retired
shall receive benefits under this title.

“(2) For the purpose of this subsection—

“(A) the term ‘participant’, as used in the
sections referred to in paragraph (1), means
a Pension System participant described in
section 203; and

“(B) the term ‘system’, as used in section
233. means the Central Intelligence Azency
Pension System.

“(d) Any Pension System participunt de-
scribed in section 203 who is separated
under the conditions specified in section
234(a) shall be entitled to a deferred annu-
ity under section 8412 of title S, United
States Code, unless the Director determines
that the separation was based in whole or in
part on distoraity to the United States.

) “FUNDING

“SEC. 305 (a) All payments under sub-
chapters 11, IV. and VII of chapter 84:of
title 5, United States Code, based on the
service shall be paid by the Director from
the Pund.

“(bX1) All sums required to finance the
payments referred to in subsection (a2) shall
be credited to the Fund. -
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“(2) The sums referred to in paragraph (1)

are—
. “(A) amounts which are determined by
the Director to be necessary to defray the
normal cost of the benefits, other than dis-
ability benefits, payable under this title to
Pension System participants;

*“(B) the sumsz which are transferred to
the Pund by the Secretary of the Treasury
to amortize over 30 years the supplcmental
lisbility of the System which is atiributable
to Pension System participants, as comput-
ed at the end of each fiscal year beginning
after September 30, 1987, and

“¢C) the sums which are transferred by
the Secretary of the Treasury to the Fund
out of funds appropriated to the Depart-
ment of Defense for the purpose of paying
the cocts incurred during any year which
relate to the creditable military service of
Pension System participants.

“(c) At least every 5 years, the Secreury
of the Treasury shall prepare periodic valu-
ations of the Central Intelligence Agency
Pension System and shall advise the Direc-
tor of (1) the normal cost of the System.
without regard to the cost of disability pay-
ments, (2) the supplemental liability of the
System. and (3) the amounts necessary to fi-
nance the costs of the System.

“THRIFT SAVINGS PLAN
‘“Skc. 306. (a) The Director, in consulta.
tion with the Executive Director of the Fed-
eral Retirement Thrift Investment Board.

“(1) maintain exclusive records relating to
Pension System participants’ elections, con-
tributions. and accounts under the Thrift
Savings Plan provided in subchapter III of
chapter 84 of title 5, United States Code;
and

“(2) provide for investments \mder the
Thrift Savings Plan to be made and ac-
counted for by such Executive Director in
aggregate amounts for the Central Intelli-
genuce Agency Pension System.

*“(b) The Director may make the necessary
allocations of earnings, losses, and charges
to individual accounts of Pension System
participants under the Thrift Savings Plan.

“(¢) The Executive Director of the Feder-
al Retirement Thrift Investment Board may
not exercise authority under subchapter II1

-or VIII of chapter 84 of title 5, United

States Code. in the case of the Central In-
telligence Agency Pension System to the
extent that the Director exercises authority
provided in subsections (a) and (b).
“DISABILITY

“Sec. 307. The Director, instead of the
Office of Personnel Management, may con-
tract with an administrator of benefits (as
defined in section 8441(1) of title 5, United
States Code), for the purpose of administra-
tion of benefits under subchapter V of chap-
ter 84 of such title with mpect to Pension
Ss stem particip .

ters to which section 30€ of this Act applies)
relating to the Thrift Savings Plan provided
in subchapters 111 and VIII of chapter 84
title 5, United States Code, and matters
(other than matters to which section 307 of
this Act appiies) relating to disability bene-
fits under subchapter V of such chapter.
The Director shall, with respect to the Cen-
tral Intelligence Agency Pension System,
perform the functions and exercise the au-

. thority vested in the Office of Personnel

‘Managzement or the Director of such Office
by such chapter 84, and ‘may issue regula-

- tions for such pu

rposes.
“(b) Section 201(c) shall apply to detcrmi

_nations of the Director under the Central In-
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telligence Ageney Pension System which, if
made by the Office of Personnel Manag-
ment under chapter 84 of title 5, United
States Code. the Director of such Office, or
an administrator of benefits (as defined in
section 8441(1) of such title), would be ap-
pealable to the Mcrit Systems Protcclion
Board, to such Office, or to the Director of
such Office.

‘““TRANSITION PROVISIONS

“Skc. 309. The Director shal! issuc regula-
tions providing for the transition from the -
Central Intelligence Agency Retirement and
Disability System to the Central Intelli-

‘ gence Agency Pension System. For this pur-,

pose, the provisions of sections 8471, 8472,
and 8473 of title 5, United States Code, re-
lating to the Civil Service Retirement and
Disability System and contributions, depos-
its, pay computations, service credit, and
disabflity retirement under such system
shall be deemed to refer in like manner to
the Central Intelligence Agency Retirement
and Disability System and contributions. de-
posits. pay computations, service credit. and
disability retirement thereunder.
““REFERENCES IN OTHER LAWS

“Szc. 310. References made to participa-
tion in the Federal Retirement System in
sections 8113(c), 8475, 8704(aX2), and
8705(e) of title 5, United States Code, sec-
tion 210(aX5XH) of the Social Security Act,
and section 3121(bXSXH) of the Internal
Revenue Code of 1954 shall be deemed to
refer to participation in the Central Intelli-
gence Agency Pension System.”.

Redesignate the succeeding title and sce-
tions accordingiy. .

Mr. EAGLETON. Mr. President, the
purpose of this amendment is to revise
the current CIA Retirement and Dis-
ability System to provide retirement
provisions to personnel covered by
that system in the future, who were
first hired after December 31, 1983,
benefits comparable to the provisions
Senator LuGar's amendment provides
to new Foreign Service personnel
hired after that same date.

I point out that when it was estab-
lished in 1964, the CIA system was
patterned after thé Foreign' Service
System. Furthermore, the proposed
benefit provisions are the same as we
are providing for Federal law enforce-
ment officers.

AMEXDMENT NO. 979
(Purpose: To improve the administration of
retirement benefits for officers and em-
ployees of the ‘Central Intelligence

Agency)

Mr. DURENBERGER. "Mr. Presi-
\ dent, I have an amendment at the
desk and 1 ask for its immediate con-
sideration. .~

The PRESIDING OFFICER. Is this
an amendment to the amendment?

Mr. DURENBERGER. This is an
amendment to the amendment by the
Senator from Missouri. v

The PRESIDING OFFICER. Is all
time yielded back on the first amend-
ment?

Mr. STEVENS. All time is yielded
back.

Mr. EAGLETON. We yield back our
time."

The PRESIDING OFF’ICER The
clerk will report. ’
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The assistant Jegixiative clerk read
as follows -

The Senator feos Mimnesota {Mr. Dunen-
sxRceR] (for himself and Mr. HorLixns) $ro-
doses an amendment numbered 929 to
amendment No. 978.

Mr. DURENBERGER. Mr. Presi-
dent, T ask unanimous consent that
{further reading of the amendment be

dispensed with.

. The PRESIDING OFFICER. With-

out objection, 1t is s0 ordered.

The amendment is as follows:
On page 14, timmediately following line 1,
insert the following:

ADMINISTRATION OF INT CIVIL SERVICE RETIRE-
MENT AND DISABILITY SYSTEM POR EMPLOY-
RS OF TRE CENTRAL INTELLIGENCE AGENCY
Sxc. 407. Section 8347 of title 5. United

g&mmum«wwmnme

mm mmrrp C :

: of Cen-
tral Intelligence shall—

“(A) administer the provisions of this sub-

chapter with respect 1o olficers and employ-

v and

¢ functions and duties

ar the
Director of such ‘Office under this subchap-
ger §

‘%2) The Director «f the Office of Person-
Del Managemert shall Turnish such ‘infor-
mation and services $o the Director of Cen-
tral Intelligence as the Director of Central

CArry

PTI

d rheth would be
*ppropriste to expand the coverage of the
Central irtelligence Agency

Dizability System 1o imciude any officers
and empioyess of the Cemtral Intelligence
Agency who are subject 10 the

United States Code. .

(b} Xot later than 1 year after the.date .of
the enacument of this .Act, the Directar of
Central Intelligence shall transmit to the

. Congress the Directar'’s determinations
under subsection (a) and any recommenda-
tions for legislation which the Director con-
siders appropriste and relate to such deter-

Let me say first that I.do thisin a
spirit of fmproving an already excel-
" Jent amendment. I do it also with a

‘on Civil Service, Post Qffice, and Gen-
£ral Services. It {s 2. subcommittee that
dandles isues that enly a éew people

“care about and tivat nobody ever sencs ing

i thank-you notes about. .
" S0 on Yehal! of thoee of us who are
{on their subcommittee, I publicly com-

- yPliment the Senator from Alaska and

; 1he Senatar from Missowi Ior taking
ion a series of l'geadachu that nobody

Retirement and-
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‘eise would ever want to take on snd
for producing in the underlying bill
drere, today an incredible piece of legis-
Istion. ¥t mxy end up pieasing ne ene
dut it will be a testimonial, by that
very fact, to their skill as legislators in
this very difficult area. R

EACLETONS amendment is
important

‘covers two areas not included in the
pending iegialation—coverage of Cen-
4ral Intelligence Agency . persormel
iander the new Civil Service Retire-
‘ment System and inclusion ef overseas
agency persannel ander the so«<called
special early retirement prowsions for
‘high rigsk gocupations. But, mnfortu-
aately, the amendment does mot go
quite far enough 40 cover the unusual
v affecting CI1A - person-

As you are aware, the CIA has come
under-a great deal f public and con-
gssional scrutiny in the past decade
certainly in the past week. Unfor-

¥, what pou are not seeing or
hearing are the thousands -of acuor_ls

2broad 3
ination oa hostile intentions, especial-
Ay those of terrorists.

“This Involves risk. More and more of
our CIA field personnel are being sub-
Jected to threats and abuse. Two years
280 we witnessed an example of this
when a number of them were killed by
8 terrorist bomhing of the U.S. Embas-
57 in Beirut. And as their assignment
become mare hazardous and demand-
ing, the special mental and physical
‘requirements necessary of the intelli-
gence officer increase dramatically.

“To meet this standard the CIA must
continually replace its officers .gver-

Tonment. To do this the C1A currently
aflows these officers to retire at age
80. The Director of Central Intelli-
tencsesun demand that they retire at
age 55.

Yet making these demands on our _

CIA personnel forces them put at a
age where job epportunities are imi
ed. In addition, their skills are

message—that their Government de-
mands the risk, dbut is unwilling to pay
the price. If we are not going to pay

I am plessed to say, Mr. President,
dhat there is nearly unanimous agree-
ment on this paint and that the pend-
g amendment will continue the early

retirement’ program for our oversess
intelligenoe officers. But there are two
‘modifications necessary if we =zre to
4ruly insure the security, integrity,
and effectiveness of the Central Intel-
Qli.zence Agency’s retiremem system.
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Se_eona.menmeudmun.ngdruthe,
Director of Central Intelligence to*
study the current CIA Retirement
Program and determine athat changes
and expansions are appropriate. It has ..
been 20 years since such a major
Teview has been dane.and it is clear to

Senator that
necessary.

ment Alfairs Cammittee and the CIA,
we have concluded that it may be nec-
-£8sary to expand the current CIA Re:
tirement and Disability Program to
meet special needs. Is this also the un-
de‘xxxnt:nﬁng of the Senator from Mis-

Mr. EAGLETON. Yees, itis. -

Mr.
ieve that it is important that we oon-
duct such e review of the CIA Retire.
tment and Disability Syatem and make
appropriate changes within the mext
Fear. Does the Senator alse delieve
this is correct? FEEI

Mr. EAGIETON. Yes, 1 do.

Mr. DURENBERGER. I thank the
Senmtor. = - thes el ed ent Gl

Mr. President, 1 had also imtended to
propose that we prevent the deteriora-
tion af pension Denefits for Tarture
overseas and cover persormel. Ourrent-
1y, the average CLA officer oM vetire -
‘with 2 pension that will replace 47 per-

N R X TR Sheould be-aone dut in

the inteTeSt Of seeing this legislation
-enacted quidkly, T will mot make that
proposal teday. But I do expect the
-OCI 10 veview this in the context of
mmy. .;.o Lo T USR5 F A .-'u_::»“_“‘wu
~ur ntelligence officers fare haz-
ards unknown to other overseas or law
enforcement personnel. They and
their families must iead their Hves 1m-
dercover, never telling friends and ac-
quaintances of their-true mission and
fesponsibilities. In a -world filled with
derrorism, their very safety and dives
are at stake if their cover is reveaied.
Most of these officers aiso work two
jobs—their cover employment and
their agency duties. And, finally, the
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nature of this work is very exacting,
dangerous, and difficult. In short, it is
_unlike any other work in government.
'~ Mr. President, there is a great need
for a strong and effective human intel-
_ ligence service in today’s international
_environment. My service on the Select
" Committee ‘on Intelligence has made
" me well aware of how much we depend
= on the fine men and women of our in-
“ telligence community. Their responsi-
=" ‘bilities are unique and their contribu-
- tion is unparalleled. It is my determi-
_nation that they, in turn, will be able
_to depend on us. I urge that the
Senate support me in this effort and
adopt this amendment.
Mr. HOLLINGS. Mr. “President, I
rise in support of the amendment of
~ the chairman
- The men and women who serve in
the Central Intelligence Agency are
" "some of the finest we have in public
service. They are first class in terms of
experience, expertise, and special
‘akills. Their responsibilities are diffi-
cult, unique, and often life-threaten-
ing. And, their successes are never
publicly acknowledged. They are truly
.. the front line of a “silent war”
terrorism, - subversion, and attacks
upon the United States and its allies.
The amendment before the Senate
 does two important things: it allows
the CIA to administer its retirement
system in order to provide adequate
security of the names, addresses, and
occupations of its employees; and it in-
. gtructs the Director of Central Intelli-
gence to review the existing CIA Re-
tirement and Disability System and
recommend any necessary expansions
and modifications.
~ Mr. President, our overseas intelli-
gence officers face hazards unknown
to the Foreign Service or law enforce-
ment personnel. They and their fami-
lies must lead their lives undercover,
never revealing their true mission to
friends or acquaintances. If their cover
is ever revealed their very safety and

lives are at risk. At this moment there -

is a memorial at Langley for over 70

intelligence officers who have given’

their lives in service to this country.

More names will be added as a result

- of the Embassy bombing in Beirut and

other recent acts of terrorism. And, fi-

nally, most of these officers work two

~ jobs—their cover employment and
their agency duties.

. In short, the work of an intelligence

officer is very exacting, difficuit, and

dangerous. It is unlike any other work

in government. Yet the Government

_ cannot offer top salaries to this talent-

ed and highly skilled group of profes-

sionals. Instead, we have to largely

* rely on their sense of duty, loyalty,

_ and idealism. ..

’ But we can do one think—we can

! " prevent their pension from deteriorat-

ing in the future, as the pending legis-

lation allows. That is what Senator

; ~Durznszrcer and I intended to do

today. But we see which way the cur-

is running here and in the inter-

BN

ar

ﬁnt
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est of comity will revisit that issue in
the future. But our message is clear—

‘we intend to work on this issue next

year. We intend to do our best to
assure this cadre of professionals that
we understand and appreciate their
contribution.

Mr. President, this amendment rests
on the merits and should be passed. It

does not violate the spirit of this legis--

lation and it does not violate the spirit
of reform. I have been involved in civil
service pension reform for years and
will match my record against any in
this Chamber. I led the fight to elimi-
nate the "1 percent kicker” in 1976. 1
led the fight to end the “look back”
provision in 1980. I led the fight to end
the “dual COLA’s” in :1981. I know
what good reform is and 1 also know
the political price we often have to
pay back home to get it enacted.

But let me tell you that the band-

wagon for reform in this legislation
should not run over good solid public
policy. Our intelligence officers de-
serve support now and in the future. I
urge my colleagues to enact this
amendment.

Mr. DURENBERGER. I believe that
this amendment has been cleared with
both the Senator from Missouri, the
proponent of the amendment it seeks
to amend, and our leader from Alaska.

The PRESIDING OFFICER. Do the
Senators yield back their time,

Mr. STEVENS. Mr. President, I have
no objection to the amendment to the
amendment or to the basic amend-
ment and urge their adoption. 1 yield
back the remainder of our time. °

The PRESIDING OFFICER. All
time being yielded back, the question
is on the amendment of the Senator
from Minnesota.

The amendment (No. 979) was
agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Missouri, as
amended. .

The amendment (No. 978) was
agreed to.

Mr. DURENBERGER. Mr. Presi-
dent, I move to reconsider the vote by
:,hich the amendments were agreed

Mr. STEVENS. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to. :

AMENDMENT NO. 980
(Purpose: To amend the Foreign Service Act
of 1980 to reform the Foreign Service Re-
tirement and Disability System)

Mr. STEVENS. Mr. President, I send
to the desk an amendment on behalf
of the distinguished Senator from In-
diana [Mr. Lucar] and ask for its im-
mediate consideration. -

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows: . .

The Senator from Alaska [Mr. StzvEnsl,

for Mr. LUcAR, proposes an amendment
numbered 980. )
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‘Mr. STEVENS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with. : . .

The PRESIDING OFFICER. With-
out objection, it is so ordered. . .
* The amendment is as follows:

Immediately following title III, insert the
following: . .

. TITLE IV-FOREIGN SERVICE
. _RETIREMENT .
REDEZSIGNATION OF CERTAIN PROVISIONS OF THE
FOREIGN SERVICE ACT OF 1980

Szc. 401. (a) Chapter 8 of title I of the
Foreign Service Act of 1980 (84 Stat. 2102
22 U.S.C. 4041 et seq.) is amended—

(1) by striking out the caption of such
chapter and inserting in lieu thereof the fol-
lowing: " ' .

“CHAPTER 8-—POREIGN SERVICE
RETIREMENT AND DISABILITY
“SuscrAPTER I-FOREIGH SERVICE

RETIREMENT AND DISABILITY SYSTEM™ .

(2) by striking out “this chapter” each .
place it appears and inserting in lieu thereof
“this subchapter™;and .~ :

(3) by inserting “under this subchapter”
after “payable from the Pund” each piace it

appears. .

(bX1) Section 808(d) of such Act (94 Stat.
2110; 22 U.S.C. 4048(d)) is amended—

(A) by striking out “such subchapter”
each place it appears in the second and
third sentences and inserting in lieu thereof
“subchapter I of such chapter 81"; and

(B) by striking out “Act” each place it ap-

. pears and inserting in lieu thereof “sub-

chapter”. .

(2) Section 808(e) of such Act (94 Stat.
2111; 22 U.S.C. 4048(e)) is amended by strik-
ing out “Act’ each place it appears and in-
serting in lieu thereof “subchapter”.

(c) Section 809(a) (94 Stat. 2111; 22 US.C.

.4048%(2)) is amended by striking out “Act”
and inserting in lieu thereof “subchapter™.

' CONTRIBUTIONS TO THE PORKIGN SERVICE
RETIREMENT AND DISABILITY SYSTEM

Szc. 402. Section 808 of the Foreign Serv-
jce Act of 1980 (94 Stat. 2104; 22 US.C.
4049) is amended— o .

(1) by inserting “Except as provided in
subsection (g),” before “7 percent” in the
first sentence of subsection (a); and

(2) by sdding at the end thereof the fol-
lowing new subsection (g):

“(gX1) In the case of an employee or
member of the Service who was & partici-
pant subject to this subchapter before Janu-
ary 1. 1984, and whose service— ’

“(A) is employment for the purposes of
title II of the Social Security Act and chap-
ter 21 of the Internal Revenue Code of 1954,
and i .

“(B) is not creditable service for any pur-
pose under subchapter II of this chapter or
chapter 84 of title 5, United States Code. .

_there shall be deducted and withheld from
the basic pay of the employee or member of
the Service under this subsection during
any pay period only the amount computed
pursuant to paragraph (2). .

“(2) The amount deducted and withheld
from the basic pay of an employee or
member of the Service during any pay
period pursuant to paragraph (1) shall be
the excess of— . S ’ i
_ “(A) the amount determined by multiply-
ing the percent applicable to the employee

" or member of the Service under subsection
(a) by the basic pay payable to the empioy-
ee or member of the Service for such pay
period, over - S ’
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1. BASIC ANNUITY PLAN

i Februarv 28. 1986

A. Eligibility Federal enplovees covored by Soc:;! Se'urx:y

tgenerally, those hired Jan.l. 1°8~ b after: -
B. Eaplovee 1.3% of pay in 1987, 0.94% 1n 1988-88. and
contributions : 0.8% after 19883.
"C. Vesting of retire- 5 years service.
ment benefits
D. Salary base Average of high=3 yrs salarv. (Part-tize pay ‘,ﬂ”’
is annualized, with service pro-rated.>)
E. Retirement benefit 1% of b:gh~-3 pay times years of service. ‘/””
Unused sick leave is not credited. '

F. Eligibility for
retirement : R
1. Unreduced Age 62 L 5 years service,
age 60 & 20 vesrs service, or
Mxnx:u- re.xreaent age L:sa vesrs service--

Year of birch “Minizuz retirement age
. "Before 1948 535
“948-1952 55 & 2 mo. to 53 & 10 mo.
1833-1952 53
1985-128588 858 & 2 m0. to 56 & 10 mo.
1270 £ after 57
2. Reduced Age 57 & 10 years service.
3. lanvoluntary Age 50 & 20 yrs. service.
Axy age & 25 yrs. service.
4. Deferred Unrecuced benefit at age 62 if ezployee had
vested . at least 5 years of service at separation.

G. Amount of retire-
* ment bexnefits
1. Unreduced Based on accrual rate, without reduction.
Supple=ent to age 67, egual to estizated
Social Security benefit paid at age 62,
paid to ezplcyees with 30 years service.

2. Reduced Reduced 5% f r each vear under age 62.

3. lavoluntary Based on accrual rate without reduction.
'3 Supplezeat paid after Minisus retirezent age.
,
4. Deferred vested Full sccrued benefit pavable at age 6. Tt
. Reduced benefit can be elected when foraer

ezploves with 10 vears of service reaches
minimun retireaent age

fi. Refunds ' Option to withdraw contributivas st separa-~
tion with benafits forfeited.
1. Cost-of-iiving 1. No COLA for regxular retirees up to age 62
adjustaents (COLAs? 2. COLA of CPI minus 1 percentage point for:
retirees over aze 62, special groups who
may retire voluntarily before age 53,
disabled or survivors.

J. Optional forms 1. Joint-a-surviver annuity, automatic if
of benefits married unless jointly rejected.

2. Auy other option that is equivalent to a

11f~ annuity and offered by Office of
Personnel Management.
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C. IHRIFT-SAVINGY LAY

- . « bebruary 2%, 1946 .
A. Contributions imuvlover automnticaliv contributes | percent
ttax~detesrred to the of pay. Puy 1ncludes scheduleu azounts thaR
extent permitted for are above any Llemporasry pav cap. . I,
Sect. 301:k) plans : } ' . ’ h {
Active cnmplovens mav contribute up to 10% of
pay, inclucing esplovess coverad bv CSKkS. 2.

FEaployer matches contrihutions ¢f, emvioyvees
who are not covereé bv CSRAS, as follows--

First 3% of pPuveceaee..31.00 per $1.00
Next 2% of par..........$.50 per £1.00.

Thus exzplover contributes maximum 3% of pay.

Amounts ezplioves does nnt elesct to conzributenot contributed =za~
are carried over to next vear oxly, and may

be coniributed outside the usual 10X-of-pay

limit on emplovee contributions.

C. lavestmen:s

1. Explovee may
elect to inves?
own account in:

2. Phase-in of
private-sector
inves:imeat funds
in ezarly years:

D. Payout of emclovee . Eaplovee mav elect pavout of vested
retirement sccounts - account balance: .
1. As annuity (for life or fixed tera:.
2. In cash (at retiremeat age, death or
disability'.
3. As rollover to IRA (at termination of
eaplovment or deatht.

Active eaplovees mav not wijithdraw funds.

Program of hardship loans to emplovees is
to b estublished by Januarv 1, 1983,
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3. SURVIVOR BENEFITS

. i ’ - o Febhruary 28, 1986
A. Preretirement death AL d»ath pf married emplovee with 18 months
benefit, spouse or of service, surviving spouse gets-=- %

former spouse
1. Lump sum of €15,000 (indexed to CPI) and
one-half emplovee’s anrnual rate of pay.
Spouse may elect puywent as an annuity.

2. Aanuity egual to 50% of accrued annuity,
if ezployee had 10 years of service.

These benefits are paid in addition to any
Social Security, group life insurance or
tarift plan .death benefits.

B. Children's benefits,

“ payable at death g
before or after
retirement

Anpually adjusted amounts, offset by Social
Security childrexn’s benefits, varying by
number of children & whether or not orphaned.
-in 19685 amount is zbout £2,800 per child, up
“to 2 children, or $3,400 if orphaned.
Pavable to unmarried child up to age 18,
age 22 if in school, or any age if disability
started before age 18.
C. Optional post- Emplovee’s annuity is reduced to provide

retirement agnuity to surviving spouse.

ezth benefit,

Undiee it rieiia e
Ll A L danhodiinstitind

-

IRV

]

il

< Al

Ll
. . .« .
IR RNV T R

spouse or
former spouse

Automatic if married unless jointly

rejected by both spouses.

D. Special provisions
for surviving
former“spouses,

.or new spouses
due to marriage
fter retirement.

Benefits are the same as for surviving

~

spouses, subject to elections, court

orders and deposits in certain cases.

- - - e
———_—_—-_.___-_----_..__--—_..__—__-_-_-----_.._-_--_.._----————--_--_—--_
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~ February 2%,

A. Admihistration
and eligibility

- . —— - . - e = W M T - D Wm S WS T S - e e e - - - - e VR G Y =D WD YE - - - -

Definition of
disability

Disability annuity paid if employvee has 18

imonths service and has used all sick leave.

Emplovee must meet either of two
definitions of disability--
1. Social Security definition: Unable to work
in substantial gainfui activity.
2. Occupational definition: Unable to do any
job for which the emplovee is qualified
in the same agency and commuting area,
at the same gracde level.
During disability, total income from work may
not exceed 80% of pay level ftor former job,
and employvee may be given physical exams.

C. Disability benefit
anmounts

1.

In first yezar
after onset
ATter 1lst year:
If disabled by
Social Security
definitien

If disabled by
occupational
definition

60% of high-3 pay minus any¥ Social Security

benefit pavable to the emplovee.
S

tep-rate formula such as:
% of high-3 plus 24% cf (high-3 in excess
ef 173 of Social Security wage base’.

approximately
, pavable to z2ge EZ.

-—--—-—_—_.-_.._____.__..........—.—-—--------—---—_--_-_--—-—--——-----_—-———

Cost-cf-living
adjustments (COLAsY
during disability

Retirement benefits

after

disability

4

During disability, ezplovee’s gets credit for
vears of service toward basic annuity formula.
High-3 for purposes of the formula goes up at
rate of increase in CPI-1 percentage point.

At end of disability benefit period, benefits

- are converted to retirement benefits based on

age & service at that time, but limited to
disability benefit then being paid.
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A. lerntmene ot specr1al .
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j. Firclirhters. 4 sucea berefnl 3t are LIUN N fc vears of
Jaw enforcessn? s 1ce. of anv- are b 25 years service.

otticers b ’ : - -

a:r trafl: st 1e 1.7% of Righ-3 ps times vesrs of
consrsiler gervice ul to 2, 1. 0% times vears over 26.
suzplezent pa:d to are* 62. equals estizated

Soz12. Sesurity bencist froz tederai service.

<
]

1itary reserve
techniCians

e= \Voluniary teregucred mencfit a3t MiniZus retires

ant ng®
retire=zent +increasius fro= g7, to 57: with 30 yesrs 3VvC.
and with supplexzent pevedble tu age 2 egqual

te estim2ted Sociel Security benefit.

es separated dus tO rerzinaties of ril-
gervice afiter 8£€ 85 ¢ 2% years ef svs.
pee cnrecuced annulty with supriement teo €2.

-—--------------------------------------------—----------—--------—----.

E. Trez:zent of non-fed- Kewiv hired emylovess of T.C. geverncent are
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-------------_-------------------------—-----.—-------—-—-—--------—---.
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s 23] service cgaIntse cowar¢ service needed
reziresent, disabiliy orf ves:ing uader
& CS33 and nev p.an.
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s not covered €3 ey CSES.
bv Social Sezv
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tasiovees with brea&-in-serviee over 1 vear

ars covered DY pocisl Securiiy. - . -

-- 1hose with 5, or mor= Yyears of service
unger CERS are covered bY cs2s with 10C%
ofiset of Social Security. .

-- Thnose witk jess than g years of service
unger CSRE are covered by new plan.
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E. Trass:tion 370K . New plan’s effective date'i! Jonuary 1, 1987.
- jntecix placn 1R .
’ effect 1984-8% Explovecs on Jenuary 1. 1984 who becazme

. covered bY¥ Social Security by lgw get CSRAS
» bencfits, of{set bY 100 of Social Security
beanefits a:trihutable to federal service,
and pav CSa&S contributions. offset by Social
Security :on!rxbntxons. .
During 19R1-8 newly hired employees get .
csxs benetits. offset b&; 100% of Social .
Saniti Security benefits earned 138 tederal service.
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*FRONT LOADED® ACCRUAL RATE FOR SPECIAL SERVICES:
IMPLICATIONS FOR PRE-1984 EMPLOYEES WHO “"CROSS OVER"
TO THE NEW RETIREMENT SYSTEM.

Section 8415(d) of the draft bill (p.26, April 3 discussion
draft) establishes a defined benefit accrual rate of 1.7% of
final average salary for each of the first 20 years of service
by a "special service® employee, with a 1% accrual rate for
any additional service. The Foreign Service draft amendment
would link computation of FS annuities to 8415(d).

Title III of the draft bill (p. 99 et seq.) provides for
pre-1984 employees to elect coverage under the new system's
rules. Sec. 302 (a)(l)(B) (p.104) states that pre-1984 service
is creditable for the purposes of establihsing annuity
eligibility.

Employees who elect to "cross over" get an annuity computed
under two different formulas. The annuity for pre-crossover
experience is computed by Chapter 83, o0ld system rules. The
annuity for post-crossover experience is computed under
Chapter 84 rules. (Sec. 302 (a) (4) and (5), p. 105-106).

Post-crossover service is thus added to pre-crossover service
to see if the employee has the total service needed to

retire. But, for purposes of annuity computation, no such add
on is mandated.

Therefore, a special service employee who crosses over will
receive up to 20 years of annuity benefit at the 1.7% rate,
regardless of how much service he or she had before crossover.

Example: (1) Able joins the FS in 1967 and has 20 years of
service in the FS when he crosses over in 1987. BHe retires in
2007 with 40 years service. His annuity is 20 x 2% (for the
pre-crossover service), plus 20 x 1.7%, or 74% altogether for
40 years service. (If Able's pre-crossover service were
counted for purposes of determining his annuity computation
for new system service, his 20 years of new system service
would be computed at 1%, and his total annuity would be 60% of
his final average salary.)

(2) Baker joins the FS in 1977 and has 10 years of
pre-crossover service. He retires in 2007 with 30 years of
service. His annuity is 10 x 2% plus 20 x 1.7%, or 54%
altogether. If the less generous rule were used, his annuity
would be 10 x 2%, plus 10 x 1.7%, plus 10 x 1%, for 47%
altogether.)
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(3) Charles joins the FS in 1982 and has 5 years of
pre-crossover service. He retires in 2007 with 25 years of
service. His annuity is 5 x 2% plus 20 x 1.7%, or 44%
altogether. If the less generous rule were used, his annuity
would be 5 x 2%, plus 15 x 1.7%, plus 5 x 1%, for 40.5%
altogether.

(4) pavis, Early, and Fox join the FS in 1987 and serve 40,
30, and 25 years respectively. Their annuities are 54%, 44%,
and 39% respectively.

Observations:

As written, the discussion draft is inconsistent in its
philosophy with resect to special service annuity computation.
The general philosophy, as set down in 8415(d) gives special
service employees larger annuities on the assumption that careers
will be shorter than normal. Service beyond 20 years thus gets no
special bonus, since such service indicates that the employee is
approaching more normal career length.

However, for special service employees with the option to
crossover, the discussion draft makes no such distinction about
shorter or longer careers. Special service employees can get a
full 20 years of credit at the higher accrual rate, regardless of
how much pre-crossover service they have. Thus Able, in our
example above, works 40 years without ever losing his "short
career" bonus vis-a-vis his annuity computation.

This approach constitutes an inducement for crossover, of
varying intensity: the longer the employee has served; the
greater the inducement. An FS employee with 20+ years of service
will get up to 14% of salary more on his annuity for his
post-crossover service than he would if pre-crossover service were
counted against the 20 years of richer treatment in the new system
(see Able). Employees with less pre-crossover service derive
progressively less extra benefit from this treatment, since they
would stand to get some 1.7% post-crossover credit regardless of
the rules used(See Charles).
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AMENDMENT TO H. R. 3660 (APAn. 3 DIScessipn PRAFY)
TO ESTABLISH A NEW SUPPLEMENTAL RETIREMENT SYSTEM
FOR MEMBERS OF THE FOREIGN SERVICE

OF THE UNITED STATES

Redesignate title IV as V and immediately following
title III, insert the following:
TITLE IV~--FOREIGN SERVICE
RETIREMENT
SEC. 401. SHORT TITLE. This title may be cited as the
Foreign Service Supplemental Retirement System Act of 1986.
SEC. 410. REDESIGNATION OF CERTAIN PROVISIONS OF THE
FOREIGN SERVICE ACT OF 1980.
(a) Chapter 8 of title I of the Foreign Service Act of
1980 (94 Stat. 2102; 22 U.S.C. 4041 et seq.) is amended--
(1) by striking out the caption of such chapter and
inserting in lieu thereof of the following:
*CHAPTER 8--FOREIGN SERVICE
RETIREMENT AND DISABILITY
*SUBCHAPTER I--FOREIGN SERVICE
RETIREMENT AND ﬁISABILITY SYSTEM"
(2) by striking out "this chapter® each place it appears
and inserting in lieu thereof "this subchapter"; and
(3) by inserting "under this subchapter" after “"payable
from the Fund" each place it appears. '

(b)(1) Section 804(3) of such Act (94 Stat. 2103 ;

22 U.S.C. 4044(3)) relating to the definition of "court"®
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is amended by striking out "or of the District of Columbia® and
inserting in lieu thereof the following: ", the District of
Columbia, the Commonwealth of Puerto Rico, Guam, the Northern
Mariana Islands, or the Virgin Islands, and any Indian court as
defined by section 201(3) of the Act entitled 'An Act to
prescribe penalties for certain acts of violence or
intimidation, and for other purposes', approved April 11, 1968
(25 U.S.C. 1301(3); 82 stat. 77)".

(2) Section 808(d) of such Act (94 Sstat. 2110; 22 U.S.C.
4048(d)) is amended--

(A) by striking out "such subchapter" each place it
appears in the second and third sentences and inserting in lieu
thereof "subchapter I of such chapter 8"; and

(B) by striking out "Act" each place it appears and
inserting in lieu thereof "subchapter®".

(3) Section 808(e) of such Act (94 Stat. 2111; 22 U.S.C.
4048(e) is amended by striking out "Act" each place it appears
and inserting in lieu thereof "subchapter®.

(4) Section 809(a) of such Act (94 stat. 2111; 22 U.S.C.
4049(a)) is amended by striking out "Act" and inserting in lieu
thereof "subchapter".

(c) Add the following at the end of paragraph (10)
in section 804 (94 Stat. 2104; 22 U.S.C. 4044(10)) of such Act
and at the end of subsections 814(a)(l) and (b)(1l) (94 Stat.

2113 and 2115; 22 U.S.C. 4054(a)(1) and (b)(1), respectively),

Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3



Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3

-3 - April 11, 1986

and before the last sentence in subsection 815(i) (94 stat.
2117;; 22 U.S.C. 4055(i)) of such Act:

*(The 'creditable service' referred to in the preceding
sentence means service that is creditable under both
subchapters I and 11 of this chapter.)".

SEC. 411. CONTRIBUTIONS TO THE FOREIGN SERVICE

RETIREMENT AND DISABILITY SYSTEM.

Section 805 of the Foreign Service Act of 1980 (94 Stat.
2104; 22 U.S.C. 4045) is amended-- |

(1) by inserting "Except as provided in subsection (g),"
before "7 percent” in the first sentence of subsection (a); and

(2) by adding at the end thereof the following new |
subsection (g):

*(g) Effective with respect to pay periods
beginning after December 31, 1986, in administrating this
section with respect to an employee or member of the Service
who was a participant subject to this subchapter before January
1, 1984, and whose service--

*(A) is employment for the purposes of title II of the
Social Security Act and chapter 21 of the Internal Revenue Code
of 1954, and

*(B) is not creditable service for any purpose under

subchapter II of this chapter or chapter 84 of title 5, United

States Code,--
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contributions to the fund and interest thereon shall be
computed as if section 8334(k) of title 5, United States Code,
were applicable, unless such an individual has made an election
to become subject to subchapter II comparable to the election
described in paragraph (4) of such section 8334(k)."
SEC. 412. OFFSET OF ANNUITY BY THE AMOUNT OF
SOCIAL SECURITY BENEFITS.

Section 806 of the Foreign Service Act of 1980 (94 Stat.
2106; 22 U.S.C. 4046) is amended by adding at the end thereof
the following new subsection:

"(m) The annuity or survivor annuity payable to any
individual under this subshapter beginning with the month in
which such individual attains the minimum age for old age
benefits, or first becomes eligible, or would upon proper
application become eligible for disability or survivor benefits
based on the service of any individual under this subchapter
shall be computed as if section 8349 of title 5, United States
Code, were applicable, unless the individual on whose service
the benefit is based has made an election to become subject to
subchapter II comparable to the election described in

subsection (d) of such section 8349.°".
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SEC. 413. 18<MONTH PERIOD TO ELECT SURVIVOR ANNUITY.

Section 806 of such Act (94 Stat. 2109; 22 U.S.C. 4046)
is further amended by adding at the end thereof the
following:
*(n)(1)(A) A participant--
*(i) who, at the time of retirement, is married,
and
*(ii) who elects at such time (in accordance with
subsection (b)) to waive a survivor annuity, may, during
the 18-month period beginning on the date of the retirement of
such participant, elect to have a reduction under subsection
(b) made in the annuity of the participant (or in such portion
thereof as the participant may designate) in order to provide a
survivor annﬁity for the spouse of such participant.

*(B) A participant--

*(i) who, at the time of retirement, is married,
and *(ii) who at such time designates (in accordance
with subsection (b)) that a limited portion of the
annuity of such participant is to be used as the base
for a survivor annuity, may, during the 18-month period
beginning on the date of the retirement of such
participant, elect to have a greater portion of the

annuity of such participant so used. .
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*(2)(A) An election under subparagraph (A) or (B) of
paragraph (1) of this subsection shall not be considered
effective unless the amount specified in subparagraph
(B) of this paragraph is deposited into the Fund before
the expiration of the applicable 18-month period under
paragraph (1).

*(B) The amount to be deposited with respect to an
election under this subsection is an amount equal to the sum
of--

*(i) the additional cost to the System which is
associated with providing a survivor annuity under sub-
section (b) of this section and results from such
election taking into account (I) the difference (for the
period between the date on which the annuity of the
or former participant commences and the date
of the election) between the amount paid to such
former participant under this subchapter and the
amount which would have been paid if such election had
been made at the time the participant or former partici-
pant applied for the annuity, and (II) the costs asso-
ciated with providing the later election;
and

*(ii) interest on the additional cost determined
under clause (i) of this subparagraph computed using the

interest rate specified or determined under section
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805(d)(3) for the calendar year in which the amount to be

deposited is determined.

*(3) An election by a participant under this subsection
voids prospectively any election previously made in the case of
such participant under subsection (b).

*(4) An annuity which is reduced in connection with an
election under this subsection shall be reduced by the same
percentage reductions as were in effect at the time of the
retirement of the participant whose annuity is so reduced.

*(5) Rights and obligations resulting from the election
of a reduced annuity under this subsection shall be the same as
the rights and obligations which would have resulted had the
participant involved elected such annuity at the time of
retiring.

SEC. 414. ALTERNATE FORMS OF ANNUITIES.

Section 807 of such Act (94 Stat. 2110; 22 U.S.C.
4047) is amended by adding the following at the end thereof:

*(e)(1) The Secretary of State shall prescribe
regulations under which a participant may, at the time of
retiring under this subchapter (under than under section 808),
elect annuity benefits under this section instead of any other

benefits under this subchapter (including survivor benefits)

based on the service of the participant. '
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*(2) Subject to paragraph (3), the Secretary of State
shall by regulation provide for such alternative forms of
annuities as the Secretary considers appropriate, except that
among the alternatives offered shall be--

*(A) an alternative which provides for--
*(i) payment of the lump-sum credit to the
participant; and
*(ii) payment of an annuity to the
participant for life; and
*"(B) 1in the case of a participant who is married
at the time of retirement, an alternative which provides
for--
*(i) payment of the lump-sum credit to the
participant; and
*(ii) payment of an annuity to the parti-
cipant for life, with a survivor annuity payable
for the life of a surviving spouse.

*(3) Each alternative provided for under paragraph (2)
shall, to the extent practicable, be designed such that the
total value of the benefits provided under such alternative
(including any lump-sum credit) is actuarially equivalent to
the value of the annuity which would otherwise be provided the

participant under this subchapter.
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"(4) A participant who, at the time of retiring under
this subchapter--

*(A) is married, shall be ineligible to make an
election under this section unless a waiver is made
under section 806(b)(1)(B); or

*(B) has a former spouse, shall be ineligible to
make an election under this section if the former spouse
is entitled to benefits under this subchaper (based on
the service of the participant) unless a waiver has been
made under section 806(b)(1)(C).

*(5) A participant who is married at the time of
retiring under this subchapter and who makes an election under
this section may, during the 18-month period beginning on the
date of retirement, make the election provided for under

section 806(n), subject to the deposit requirement thereunder."

SEC. 41_5. TREATMENT OF CERTAIN RECALL SERVICE.

Section 823 of the Foreign Service Act of 1980 (94 stat.
2122:22 U.S.C. 4063) is amended by adding at the end thereof
the following new subsection:

*(c) 1If an annuitant becomes subject to subchapter 11
of this chapter by reason of recall service--

*(1) subsections (a) and (b) shall not apply to such

annuitant; and .

Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3



Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3

- 10 - April 11, 1986

*(2) section 824 shall apply'to the recall service as if

such service were reemployment.®.

SEC. 416 REEMPLOYMENT.

Section 824 of the Foreign Service Act of 1980 (94 Stat.
2122; 22 U.S.C. 4064 is amended to read as follows:

*SEC. 824 REEMPLOYMENT.--(a)(1)(A) Except in the
case of an annuitant who makes an election under subsection
(b), if any employee or member of the Service who has retired
and is receiving an annuity under this subchapter or subchapter
11 of this chapter becomes employed in an appointive or
elective position in the Government, payment of any annuity
under either subchaptet.to the annuitant terminates effective
on the date of the employment and the reemployment service is
considered covered service under the rules of the system under
which the appointment is made.

*(B) If annuity is terminated and the individual
becomes covered under the same retirement system from which
annuity is terminated pursuant to paragraph (A), the individual
shall be entitled to a redetermination of rights under that
system upon termination of the employment.

*(c) 1I1f annuity is terminated and the individual

pecomes covered under another contributory retirement system
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for Government employees pursuant to paragraph (A), the
individual shall be entitled to an annuity under that system
commencing on the first of the month following termination of
the employment. Such annuity shall be computed under sections
8415(a), 8419 and 8420, as appropriate, of title 5, United
States Code, based on the reemployed salary and service. In
addition, the individual shall be entitled to a resumption of
any annuity terminated by reason of the employment.

*(b)(1) An employee or member of the Service who is
entitled to an annuity under this subchapter or subchapter 1II
of this chapter and becomes employed in an appointive or
elective position in the Government on a part-time,
intermittent or temporary basis may elect to continue to
receive either or both annuities as provided in this
subseétion.

"(2) The total annuity payable under this chapter to an
annuitant making an election under paragraph (1) shall be
reduced during the part-time, intermittent or temporary
employment referred to in such paragraph as necessary to meet
the requirements of paragraph (3).

*(3) The sum of --

*"(A) the total annuity payable under this chapter to an

annuitant making an election under paragraph (1), and
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*(B) the annual rate of pay payable to the annuitant
during the part-time or temporary employment referred to in
such paragraph may not exceed, in any year, the highest annual
rate of pay which is payable during such year for full-time
employment in the position in which the annuitant is employed.

*(4) Upon termination of the part-time, intermittent, or
temporary employment referred to in paragraph (1), payment of
the full annuity of an annuitant who has made an election under
paragraph (1) of this subsection shall resume.

*(c) The amount of annuity which has been terminated or
reduced under this section by reason of the reemployment of the
annuitant and is resumed under this section shall be the amount
of the annuity which would have been payable if the annuitant
had not accepted the reemployment. The amount of an annuity
resulting from a redetermination of rights pursuant to
subsection (a) shall not be less than the amount of an annuity
resumed under the previous sentence.

*"(d) If an individual whose reemployed service is
treated as covered service under subsection (a)(l)(A), dies
while so reemployed, survivor benefits and lump sum benefits
shall be paid under chapter 84, of title 5, United States Code,
based on the reemployed salary, service and contributions, as
if the annuitant had resumed retired status on the day of death.

"(e) The annuity rights of any employee or member of the
Service who is reemployed in the Federal Government shall be
determined under this section instead of section 8468 of title

5, United States Code.
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*f) When any such retired employee or member of the
Service is reemployed, the employer shall send a notice of such
reemployment to the Secretary of State, together with all
pertinent information relating to such employment, and shall
pay directly to such member the salary of the position in which
he or she is serving.

*(g) In the event of any overpayment under this section,
such overpayment shall be recovered by withholding the amount
involved from the salary payable to such reemployed member of
the Service or from any other moneys, including annuity
payments, payable under this chapter.®.

SEC. 417. COMPARABILITY BETWEEN THE CIVIL SERVICE
SUPPLEMENTAL RETIREMENT SYSTEM AND THE FOREIGN SERVICE PENSION
SYSTEM.

Section 827 of the Foreign Service Act of 1980 (94 Stat.
2124; 22 U.S.C. 4067) is amended by adding at the end thereof
the following new subsection:

*(c) The President shall maintain, unaer the same
conditions and in the same manner as provided in subsections
(a) and (b) existing conformity between the Civil Service
Supplemental Retirement System provided in chapter 84 of title
5, United States Code, and the Foreign Service Pension System

provided in subchapter II of this chapter.".
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SEC. 418. MODERATION OF REMARRIAGE PENALTY.

Such act is further amended by adding the following

section immediately foallowing Section 827 of such Act:

"SEC. 828. REMARRIAGE. Notwithstanding any other
provision of this subchapter, any benefit payable under this
subchapter to a surviving spouse, former spouse, or surviving
former spouse that would otherwise terminate if the individual
remarried prior to age 60, shall not terminate if the
remarriage occurred on or after November 8, 1984, and the

individual was age 55 or over on the date of the remarriage."
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SEC. 421. FOREIGN SERVICE PENSION SYSTEM.
Chapter 8 of title I of the Foreign Service Act of 1980
(94 stat. 2102; 22 U.S.C. 4041 et seq.) is amended by adding at
the end thereof the following:
"SUBCHAPTER I1I1--FOREIGN SERVICE PENSION
SYSTEM

"SEC. 851. Establishment.--(a) There is hereby

established a Foreign Service Pension Systenm.

*(b)(1) Except as otherwise specifically provided in
this subchapter or any other provision of law, all participants
in the Foreign Service Pension System shall be subject to the
provisions of chapter 84 of title 5, United States Code, and
shall be treated in all respects as persons whose participation
in the Civil Service Supplemental Rgtirement System provided in
that chapter is required by its terms.

"SEC. 852. Definitions.--As used in this subchapter,

unless otherwise specified--

*(1) the term ‘annuity' means the annuity which is
described in subchapter II of chapter 84 of title 5, United
States Code, and is payable to a participant;

*(2) the term 'court order' has the same meaning given
in section 804(4);

*(3) the term ‘dynamic assumptions' has the same meaning
as provided in section 8401(9) of title 5, United Statei Code.

*(4) the term 'Fund' means the Retirement and Disability

Fund maintained by the Secretary of the Treasury
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pursuant to section 802§

*"(5) the term 'normal cost' means the entry-age normal
cost of the provisions of the System which relate to the Fund,
computed by the Secretary of State in accordance with generally
accepted actuarial practice and standards (using dynamic
assumptions) and expressed as a level percentage of aggregate
basic pay, and shall be used to value the cost of the System
for all purposes for which the cost of the System is required
to be determined;

*(6) the term 'participant' means a person who
participates in the Foreign Service Pension System;

*(7) the term 'pro rata share' in the case of any former
spouse of any participant or former participant means the -
percentage which is equal to the percentage that (A) the number
of years during which the former spouse was married to the
participant during the service of the participant which is
creditable under this chapter is of (B) the total number of
years of such service, disregarding extra credit under section
817;:°".

*(8) the term 'supplemental liability' means the
estimated excess of--

*(a) the actuarial present value of all future benefits
payable from the Fund under this subchapter, over

*"(B) the sum of -- !
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*(i) the actuarial present value of (A) deductions to be
withheld from the future basic pay of participants pursuant to
section 855 and (B) contributions for past civilian and
military service;

*(ii) the actuarial present value of future
contributions to be made pursuant to section 856; and

*(iii) the balance in the Fund attributable to the
System on the date the supplemental liability is determined or
to the contributions made under section 204(b) or 205 of the
Federal Employees' Retirement Contribution Temporary Adjustment
Act of 1983 (97 stat. 1106; 5 U.S.C. 8331 note); and

*(9) the term 'System' means the Foreign Service Pension
System.

*SEC. 853. Participants.--(a) Except for persons

excluded by subsection (b), (c), or (d), all members of the
Foreign Service, any of whose service after December 31, 1983,
is employment for the purpose of title II of the Social
Security Act and chapter 21 of the Internal Revenue Code of
1954, who would, but for this section, be participants in the
Foreign Service Retirement and Disability System pursuant to
section 803 shall be participants in the Foreign Service
Pension System.

*(b) Members of the Service who were participants in the
Foreign Service Retirement and Disability System on or ?efore
December 31, 1983, and who have not had a break in service in
excess of one year since that date, are not made participants

in the System by this section, without regard to whether they

are subject to title I1II of the social Security Act.

Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3



Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3

- 18 - April 11, 1986

"(c) Individuals who become members of the Service
following a separation from Government employment during which
they were subject for a total of at least 5 years to the Civil
Service, Foreign Service or other contributory retirement
system for Government employees established prior to 1984 are
not participants in the System. .

*(d) The Secretary may exclude from the operation of
this chapter any member of the Foreign Service, or group of
members, whose employment is temporary or intermittent, except
a member whose employment is part-time career employment.

*SEC. 854, Entitlement to Annuity.--(a)

Any participant who retires voluntarily or mandatorily under
section 607, 608, 811, 812 or 813 under conditions authorizing
an immediate annuity for participants in the Foreign Service
Retirement and Disability System shall be entitled to an
immediate annuity computed under section 8415(d) of title 5,
United States Code.

*b) A participant who is entitled to an immediate
annuity under subsection (a) shall be entitled to receive an
annuity supplement while the annuitant is under 62 years of
age. The annuity supplement shall be based on the total
creditable service of the annuitant and shall be computed in
accordance with section 8421(b) of title 5, United States
Coge. ’

*"(c)(l) Any participant may be retirgd under the
conditions specified in section 811 and shall be retired under

the conditions specified in sections 812 and 813 and receive
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benefits under this subchapter.

*(2) For the purposes of this subsection--

*(A) the term 'participant', as used in the sections
referred to in paragraph (1), means a participant in the
Foreign Service Pension System; and

*(B) the term 'System', as used in those sections, means
the Foreign Service Pension System.

*(d) Any participant who is separated for cause under
section 610 shall not be entitled to an annuity under this
System when the Secretary determines that the separation was
based in whole or in part on disloyalty to the United States.

"SEC. 855. Deductions and Withholdings from Pay.--

(a) The employing agency shall deduct and withhold from
basic pay of each participant the following percentage of basic
pay: 7 1/2 percent reduced by the percentage then in effect
under section 3101(a) of the Internal Revenue Code of 1954
(relating to the rate of tax for old age, survivors and
disability insurance). |

*(b) Amounts deducted and withheld under this section
shall be deposited in the Treasury of the United States to the
credit of the Fund under such procedures as the Comptroller

General of the U.S. may prescribe.
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"SEC. 856. Government Contributions--(a)

Each agency employing any participant shall contribute
to the Fund the normal cost computed in a manner similar to
that used under section 8423(a) of title 5, United States
Code. The normal cost percentage for the Foreign Service
Pension System shall be determined by the Secretary of State.

*(b)(1) The Secretary of State shall compute the amount
of the supplemental liability of the Fund as of the close of
each fiscal year. The amount of any such supplemental
liability shall be amortized in 30 equal annual installments
with interest computed at the rate used in the most recent
valuation of the System.

*(2) At the end of each fiscal year, the Secretary of
State shall notify the Secretary of the Treasury of the amount
of the installment computed under this subsecfion.

*(3) Before closing the accounts for a fiscal year, the
Secretary of the Treasury shg}l credit to the Fund, as a

Government contribution, out of any money in the Treasury of
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the United States not otherwise aﬁpropriated, the amount under
paragraph (2) of this subsection for such year.

"SEC. 857. Cost-of-Living Adjustments--

Cost-of-living adjustments for annuitants under this System
shall be granted under procedures in section 8462, title 5,
U.S. Code applicable to special groups of employees under that
System such as law enforcement, firefighter and air traffic
controller personnel.

"SEC. 858. General And Administrative Provisions.--(a)

The Secretary of State shall administer the Foreign Service
Pension System except for matters relating to the Thrift
Savings Plan provided in subchapters III and VII of chapter 84
of title 5 U.S. Code. The Secretary of State shall, with
respect to the Foreign Service Pension System, perform the
functions and exercise the authority vested in the Office of
Personnel Management or the Director of such Office by such
‘chapter 84, and may issue regulations for such purposes.

*(b) Determinations of the Secretary of State under the
Foreign Service Pension System which, if made by the Office of
Personnel Management under chapter 84 of title 5, United States
Code, or the Director of such Office, would be appealable to
the Merit Systems Protection Board, to such Office, or to the
Director of such Office shall, instead, be appealable to the

Foreign Service Grievance Board.
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*(c) At least every 5 years, the Secretary of the
Treasury shall prepare periodic valuations of the Foreign
Service Pension System and shall advise the Secretary of State
of (1) the normal cost of the System, (2) the supplemental
liability of the System, and (3) the amounts necessary to
finance the costs of the System.

*"SEC. 859. Transition Provisions.-- The Secretary of

State shall issue regulations providing for the transition from
the Foreign Service Retirement and Disability System to the
Foreign Service Pension System in a manner comparable to the
transition of employees now subject to the Civil Service
Retirement and Disability System from that System to the Civil
Service Supplemental Retirement System. For this and related
purposes, references made to participation in the Civil Service
Retirement and Disability System in title 5, United States
Code, the Social Security Act, and the Internal Revenue Code of
1954 shall be deemed to refer to participation in the Foreign
Service Pension System and the Foreign Service Retirement and
Disability System, respectively.

*"SEC. 860. Former Spouses.-- (a)(l) In the absence of a

spousal agreement or court order governing disposition of
benefits under this subchapter to a former spouse who was
married to a participant for at least 10 years during service
of the participant which is creditable under this chapter with

at least 5 of such years occurring while the participant was
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a member of the Foreign Service, such former spouse is entitled
to a share, determined under subsection (a)(2), of all benefits
otherwise payable to such participant under this subchapter
after the divorce or annulment becomes final and before the
former spouse dies or remarries before age 55.

*(2) The share referred to in subsection (a)(l) equals--

*(A) 50 percent if such former spouse was married
to the participant throughout the actual years of service of
the participant which is creditable under this chapter; or

"(B) a pro rata share of 50 percent if such former
spouse was not married to the participant throughout such
creditable service.

*(3) A former spouse shall not be gualified for any
benefit under this subsection if, before the commencement of
any benefit, the former spouse remarries before becoming 55
years of age.

*(4) payments to a former spouse under this section
represent income to the former spouse and not to the
participant for purposes of the United States Internal Revenue
Code. Although payments to a formef spouse under this
subsection reduce payments to a participant or former
participant, such reduction shall be disregarded in calculating
the survivor annuity for any spouse, former spouse or other
survivor under this subchapter, and in calculating any’
reduction in the annuity of the participant to provide survivor

benefits under this subchapter.
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*(5) Notwithstanding subsection (a)(l), in the case of
any former spouse of a disability annuitant--

*(A) the annuity of the former spouse shall commence on
the date the participant would qualify, on the basis of his or
her creditable service, for an annuity under this chapter
(other than a disability annuity) or the date the disability
annuity begins, whichever is later, and

*(B) the amount of the annuity of the former spouse
shall be calculated on the basis of the annuity for which the
participant would otherwise so qualify.

*(6) Any former spouse who becomes entitled to receive
any benefit under this subchapter which would otherwise be
payable to a participant or former participant shall be
entitled to make any election regarding method of payment to
such former spouse that such participant would have otherwise
been entitled to elect, and the participant may elect an
alternate method for the remaining share of benefits. Such
elections shall not increase the actuarial present value of
benefits expected to be paid under this subchapter.
Notwithstanding the first sentence of this paragraph, a former
spouse may not elect a method of payment under subchapter II,
chapter 84, of title 5, United States Code, providing for
payment of a survivor annuity to any survivor of the former
spouse. '

*(7) The maximum amount payable to any former spouse

pursuant to this subsection shall be the difference, if any,
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between 50 percent of the total benefits authorized to be paid
to a former participant by this subchapter, disregarding any
apportionment of these benefits to others, and the aggregate
payable to all others at any one time.

*"(b)(1) In the absence of a spousal agreement or court
order governing survivorship benefits under this subchapter to
a former spouse married to a participant or former participant
for the periods specified in subsection (a)(l), such former
spouse is entitled to a share, determined under subsection
(b)(2), of all survivor benefits that would otherwise be
payable under this subchapter to an eligible surviving spouse
of the participant.

*(2) The share referred to in subsection (b)(1l) equals--

*(A) 100 percent if such former spouse was married
to the participant throughout the entire period of service of
the participant which is creditable under this chapter; or

*(B) a pro rata share of 100 percent if such
former spouse was not married to the participant throughout
~such creditable service.

*(c) A participant or former participant shall not make
any election or modification of election under 5 U.S.C. 8417,
8418, 8433, or other section relating to the participant's
account in the Thrift Plan or annuity under the basic plan that
would diminish the entitlement of a former spouse to any
benefit granted‘to the former spouse by this section or in a

current spousal agreement.
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*(d) If a member becomes a participant under this
subchapter after qualifying for benefits under subchapter 1I
and, at the time of transfer, has a former spouse entitled to
benefits under subchapter I which, as determined by the
Secretary of State, are similar in amount to a pro rata share
division under section 814 or 815 and the service of the member
as a participant under this subchapter is not recognized in
determining that pro rata share, then subsections (a) and (b)
of this section shall not apply to such former spouse.

*(e) If a participant dies after completing at least 18
months of service or a former participant dies entitled to a
deferred annuity, but before becoming eligible to receive the
annuity, and such participant or former participant has left
with the Secretary of State a spousal‘agreement promising a
survivor annuity under subchapter IV, chapter 84, title 5, U.S.
Code, to a former spouse to whom married for the periods
specified in subsection (a)(1l), such survivor annuity will be
paid under the terms of this subchapter as if the participant
had retired on the day of death and elected the survivor
annuity.

"SEC. 861. Spousal Agreements.--A spousal agreement is

any written agreement (properly authenticated as determined by
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the Secretary of State) between a participant or former
participant and his or her spouse or former spouse on file with
the Secretary of State. A spousal agreement must be consistent
with the terms of the Act and applicable regulations and, if
executed at the time a participant or former participant is
currently married, must be approved by such current spouse. It
may be used to fix the level of benefits payable under this
subchapter to a spouse or former spouse.".

SEC. 422. TABLE OF CONTENTS. The table of contents in
section 2 of such Act is amended--

(a) by striking out the item relating to chapter 8 and

inserting in lieu thereof the following:

"CHAPTER 8--FOREIGN SERVICE
ﬁETIREMENT AND DISABILITY
"SUBCHAPTER I--FOREIGN SERVICE
RETIREMENT AND DISABILITY SYSTEM"
(b) by inserting after the item relating to section 827

the following:

"SEC. 828. REMARRIAGE.

"SUBCHAPTER II-- FOREIGN SERVICE PENSION
System .
*SEC. 851. Establishment.
"SEC. 852. Definitions.
*SEC. 853. Participants.

*SEC. 854. Entitlement to annuity.
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"SEC. 856. Government contributions.

*SEC. 857. Cost-of-living adjustments.

"SEC. 858. General and administrative provisions.
"SEC. 859. Transition provisions.

"SEC. 860. Former spouses.

"SEC. 861. Spousal agreements.".

SEC. 423. EFFECTIVE DATE.

(a) Notwithstanding section 502 of this Act, as
redesignated by this amendment, the authority of the Secretary
of State to issue regulations under subchapter II of title 8 of
the Foreign Service Act of 1980, as added by this title shall
have effect on the date of enactment of this Act.

(b)(1) The amendment made by section 413 shall take
effect 3 months after the date of enactment of this Act.

(2)(A) Subject to subparagraph (B), the amendment made
by section 413 shall apply with respect to participants and
former participants who retire before, on, or after such
amendment first takes effect.

(B) For the purpose of applying the provisions of
paragraph (1) of section 806(n) of the Foreign Service Act of
1980 (as added by subsection 413) to former participants who
retire before the date on which the amendment first takes

effect-- .

Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3



Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3

- 29 - April 11, 1986

(i) the period referred to in subparagraph (a)
or (B) of such paragraph (as the case may be) shall be
considered to begin on the date on which such amendment
first becomes effective; and
(ii) the amount referred to in paragraph (2) of
such section 806(n) shall be computed without regard to the
provisions of subparagraph (B)(ii) of such paragraph (relating
to interest).
(3) For purposes of this subsection, the term
*participant " has the meaning given that term in section 803

of the Foreign Service Act of 1980.

Redesignate the succeeding title and sections

accordingly.
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by the bill for special category personnel such as law enforcement,
firefighter and air traffic controller personnel. Secondly, like
the bill the system would permit Foreign Service members who are
retired mandatorily at an early age to receive the basic (mid-tier)
benefit based on high-3 salary without penalty for early

retirement. The third basic special provision, substantialy like
the bill, would provide an annuity supplement equivalent to a Social
Security benefit based on salary and creditable service--from the
date of retirement to age 62 when the annuitant would be eligible
for the actual Social Security benefit.

A Section-by-Section analysis follows:

The amendment establishes a new title IV of the bill and
renumbers existing title IV and sections accordingly.

Section 401 provides a short title for the new title IV for
ease of furture reference.

Section 410(a) amends chapter 8 of the Foreign Service Act of
1980, which contains the authority for the existing FSRDS, to
designate the existing portion as *Subchapter I" and makes several
technical conforming amendments.

Section 410(b)(1) amends the definition of "court® in the
current Act to broaden it to include territorial and Indian courts.
The proposed definition is identical to the definition under the
Civil Service adopted by the Civil Service Spouse Equity Act of
1984, The amendment is necessary to permit the Secretary to
recognize orders by territorial and Indian courts affectiné
distribution of Foreign Service. retirement benefits,

Paragraphs (2), (3), and (4) of subsection 410(b) make
additional technical conforming amendments in sections 808 and 809

of the Foreign Service Act.
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Section 410(c) makes an indentical amendment to sections 804,
814, and 815 of such Act relating to "creditable service® to ihsure
an equitable distribution of "pro rata share" benefits to former
spouses. This amendment is related to proposed section 860(d) being
added to such Act by section 421 of the bill and is discussed
further in the explanation of that section.

RETIREMENT CONTRIBUTIONS UNDER FSRDS

Section 411 amends section 805 of the Foreign Service Act of
1980, relating to deductions from a participant's pay and
contributions for prior service for Foreign Service Retirement and
Disability System coverage. An employee who was covered by the
FSRDS on December 31, 1983, and who was subsequently covered by
Social Security will continue in the FSRDS at a reduced
contribution. The contribution to the FSRDS will be equal to the
excess of the employee's normal FSRDS contribution over the OASDI
portion of the Social Security tax. A similar rule'will apply to
those recalled to the Foreign Service after a break in service of
more than one year and who have more than 5 years prior service
credit. This provision and the one described below added by section
412 parallel comparable amendments in the bill for the Civil Service.

OFFSET RELATING TO CERTAIN SOCIAL SECURITY BENEFITS

Section 412 amends section 806 of the Act to require that
annuities of retirees and survivors under the current FSRDS who are
entitled to Social Security benefits for Federal service have their

annuities reduced when they first become eligible for such benefits.
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18-MONTH PERIOD TO ELECT SUBVIVOR ANNUITY
UNDER FSRDS

Section 413 further amends section 806 of the Foreign Service
Act to allow members of the Foreign Service 18 months from the time
of retirement to adjust their survivor annuity election to the
maximum, provided they deposit an amount in the Fund to defray the
cost of such election. This amendment is comparable to the
amendment to title 5, U.S. code, made by the enactment on February
27, 1986 of the Federal Employees Benefits Improvement Act of 1986,
P.L. 99-251, to permit similar elections under the Ccivil Service
Retirement System. Similar elections will also be authorized under
CSSRS and FSPS under the authority of chapter 84, title 5, U.S. Code.

ALTERNATE FORMS OF ANNUITIES

section 414 amends section 807 of the Foreign Service Act to
authorize the Secretary of State to prescribe alternate forms of
annuities payable to members of the Service retiring under FSRDS who
elect such alternate forms. The alternative forms would be
preséribed under the same cost restraints and other restrictions
that apply to the alternate forms authorized under section 8343a
added to title 5, U.S. Code by section 204 of the bill.

RECALL SERVICE

Section 415 amends existing section 823 of the Act which deals
with retirement benefits 6f retired Foreign Service members who are
recalled to active duty. The amendment provides that members who
are rcalled in the future and who come under FSPS will éeceive the

same benefits as reemployed annuitants.

Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3



Sanitized Copy Approved for Release 2011/03/07 : CIA-RDP89-00066R000300080001-3

April 10, 1986
5

REEMPLOYMENT

Section 416 amends existing section 824 of the Act which
concerns reemployed annuitants. The Foreign Service has long had a
distinctive rule on reemployed annuitants to permit use of retired
members who are uniquely qualified to perform certain essentijal
tasks. The existing Civil Service rule on this subject offers next
to no incentive for retired persons to return to work for the
Government. This amendment would adapt the current Foreign Service
rule in section 824 of the Act for use under both FSRDS and the
FSPS. This amendment recognizes that some reemployed annuitants
will have an annuity under both the new and old systems. It also
recognizes that it would be difficult or inappropriate to recompute
a Foreign Service annuity following employment under the new Civil
Service Supplemental Retirement System.

This amendment would permit annuitants reemployed on a
part-time, intermittent or temporary basis to elect to continue to
receive their annuity while reemployed up to a ceiling amount. The
annuity would be reduced as necessary so that in any year annuity
payments when added to salary does not cause the total to exceed the
current annual salary rate for the reemployed position when occupied
on a full-time basis. Such employees would receive no other
retirement benefits for the reemployed service. The proposed ciling
amount is different from the ceiling currently specified in section
827. The latter is the basic annual salary rate of the memper at
the time of initial retirement. The ceiling proposed herein is

taken from section 8468(b) of s. 1527, a similar section.
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Reemployed annuitants not making the above election would have
theﬁr service treated as covered service and make current
contributions to the applicable retirement system. Their Federal
annuity would be terminated during reemployment. Upon completion of
the Federal employment, they would become eligible either to a
recomputation of th;ir annuity, if reemployed under the same
retirement system, or if not, to an additional annuity based on
salary and service during the period of reemployment, The
additional annuityIQOuld be computed under the rules for the general
Civil Service.

This amendment covers reemployment under both the present FSRDS
and the proposed FSPS. The phrase "employee or member® refers to
members of the Foreign Service and to employees who are former
members of the Service who elected under section 2106 of the Foreign
Service Act of 1980 to remain participants in the FSRDS.

MAINTENANCE OF COMPARABILITY BETWEEN FSPS AND CSSRS

Section 415 amends section 827 of the Act to extend the
existing "Executive order" procedure for maintaining conformity
between the Civil Service and Foreign Service retirement systems to

the new CSSRS and FSPS.
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MODERATION OF REMARRIAGE PENALTY

Section 418 adds new section 428 at the end of subchapter I,
chapter 8, of the Foreign Service Act to modify the penalty
concerning remarriage. Under FSRDS, benefits to a surviving spouse,
former spouse, or surviving former spouse cease if they remarry
prior to age 60. This used to be the rule under the Civil Service
Retirement System. The age was reduced to 55 under that system by
the Civil Service Retirement Spouse Equity Act of 1984. The Act of
February 27, 1986 made the age 55 rule applicable to current
beneficiaries provided the remarriage occured on or after November
8, 1984,

New section 428 of the Foreign Service Act will extend the same
benefit to beneficiaries under FSRDS who remarry on or after that
date. Those affected whose benefits have been discontinued will be
paid a retroactive adjustment.

FOREIGN SERVICE PENSION SYSTEM

Section 421 is the major substantive amendment. It adds
subchapter II of chapter 8 of the Foreign Service Act of 1980,
entitled "Foreign Service Pension System", comprised of sections 851
through 861.

APPLICABILITY OF CHAPTER 84, TITLE 5 U.S. CODE

Section 851 provides that participants in the new FSPS shall be
subject to all provisions in chapter 84, title 5, U.S. Code
governing CSSRS except where otherwise specifically provided by

law. The exceptions are all stated in this amendment.
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DEFINITIONS

Section 852 provides definitions of the following terms:
annuity, court order, dynamic assumptions, Fund, normal cost,
participant, pro rata share, supplemental liability, and System.

PARTICIPATION

Section 853 provides, in general, that all members of the
Foreign Service whose service after 1983 brings them under Social
Security and who would, save for this section, be participants in
the FSRDS, shall be participants in the FSPS. Three exceptions are
stated relating to continuity of employment and temparary or
intermittent employees, which are identical to exceptions under
CSSRS.

ENTITLEMENT TO ANNUITY

Section 854 provides special rules governing entitlement to
annuity under FPSPS. Any entitlement or requirement not mentioned
here would automatically, pursuant to section 851, be governed by
chapter 84 of title 5, U.S. Code.

Subsection 854(a) provides that members retiring voluntarily or
mandatorily under the conditions of existing section 607, 608, 811,
812, or 813 shall receive an annuity computed under proposed new
section 8415(d) applicable to "special category® personnel in CSSRS.

Subsection 854(b) provides that those retired under subsection
(a) above, will be entitled to an annuity supplement from the
effective date of retirement to age 62 based on total cred%table

service of the member and computed under section 8421 of title 5.
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Subsection 854(c) makes participants in the new system subject
to existing provisions for voluntary and mandatory retirement of
existing section 811, 812 and 813.

Subsection 854(d) carries forward to the new System the
provision denying pension benefits to a member separated on grounds
of disloyalty to the U.S.

DEDUCTIONS FROM SALARY

Section 855 requires agencies employing members of the Foreign
Service in FSPS to deduct and withhold 7-1/2 percent of their pay,
reduced by the then current Social Security withholding tax rate,
for deposit in the Foreign Service Retirement Fund. This is the
percentabe applicable to special category personnel under CSSRS.

GOVERNMENT PAYMENTS TO FUND

Section 856 provides for Government contributions to the Fund
comparable to those made under CSSRS. Subsection (a) requires
employing agencies to contribute the "normal cost® as determined by
the Secretary of State. Subsection (b) provides for amortization of
the supplemental liability, by the Secretary of the Treasury.

COST-OF-LIVING

Section 857 provides that annuitants under FSPS receive
cost-of-living adjustments under procedures applicable to special
groups of employees (annuitants) under CSSRS.

GENERAL AND ADMINISTRATIVE PROVISIONS

Subsection 858(a) provides that the Secretary of State shall

administer the FSPS exclusive of matters pertaining to thé Thrift

Savings Plan. It also grants the Secretary the same authority
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granted to the Office of Personnel Management and its Director by
chapter 84, Title 5, U.S. Code. .For example, application of the
disability retirement provision by regulation might differ slightly
from the similar CSSRS provision because of the Foreign Service
being a rank-in-person and service-abroad System under which members
are appointed to a class, not to a position. The thrift plan would
be administered as provided in subchapters III and VII of chapter
84, title 5, U.S. Code.

Subsection 858(b) provides that matters in dispute under FSPS
be appealed to the Foreign Service Grievance Board~-a Board
established by chapter 11 of the Foreign Service Act of 1980
experienced in Foreign Service matters--rather than the Merit
Systems Protection Board or OPM.

Subsection 858(c) provides that the Secretary of Treasury
provide actuarial services for the FSPS similar to the services
provided for the PSRDS.

TRANSITION AND CONVERSION TO FSPS

Section 859 authorizes and directs the Secretary of State to
issue requlations for the transition to the FSPS, and conversion of
current employees, in a manner comparable to that provided for Civil
Service employees. Under this authority, for example, members of
the Foreign Service could be given an opportunity to make an
election regarding participation in FSRDS or FSPS similar to the
election afforded civil service personnel under section 302 of the

bill,
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FORMER SPOUSES

Sections 860 and 861 conform the FSPS with the existing
provisions on former spouses added to the Foreign Service Retirement
System by the landmark revision of the Foreign Service Act of 1980.
These sections do two basis things: first, with respect to certain
former spouses, section 860 mandates a pro rata share division of
retirement and survivor benefits when a different distribution has
not been ordered or approved by a court or agreed to by the
parties. Secondly, section 861 authorizes a participant in the new
System to "contract® with his or her spouse or former spouse on a
mutually agreed upon distribution of benefits under the System.

Section 860 deals with benefits for certain former spouses.
Subsection(a) covers all benefits otherwise payable under the
Foreign Service Pension System to a partcipant, as distinquished
from survivor benefits., It is applicable only to former spouses
married to a participant for at least 10 years which are creditable
as service under either the existing Foreign Service Retirement
System or the proposed Foreign Service Pension System provided at
least 5 of those years occurred while the participant was a member
of the Foreign Service. It provides, in the absence of a court
order or spousal agreement to the contrary, for paymeht to a
gualified former spouse of up to 50 percent of the benefits
otherwise payable to a former participant under the Foreign Service
Pension System after the divorce becomes final and before the former

spouse dies or remarries prior to becoming age 55,
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Subsection (a)(2) provides that the maximum share, 50 percent,
would be payable in case a marriage endured during the entire period
of a former participant's Government career -- during all of the
creditable service. In other cases, a pro rata share of 50 percent
would be payable to the former spouse,

Subsection (a)(3) makes a former spouse who remarries before
age 55 before commencement of benefits ineligible for benefits under
this section.

Subsection (a)(4) makes payments to a former spouse under this
section income for purposes of the U.S. Internal Revenue Code.

Subsection (a)(5) makes a former spouse ineligible for any
share of a disability annuity under the subsection. However, it
provides that the former spouse would be eligible for a pro rata
share distribution of the basic annuity under subchapter II, chapter
84, title 5, U.S. Code, that a disabled former participant
eventually becomes entitled to receive. This subsection is similar
to existing subsection 814(a)(6), the purpose of which is to base
pro rata share payments to former spouses on earned benefits rather
than subsidized payments based on disability.

Subsection (a)(6) authorizes a former spouse to make any
election regarding method of payment of benefits to which the former

spouse becomes entitled which a participant may make.
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Subsection (a)(7) deals with the situation where there is more
than one former spouse entitled to benefits otherwise payable to a
former participant under the Foreign Service Pension System. This
subsection provides that the maximum payable pursuant to this
subsection, i.e. in the absence of a court order or spousal
agreement, is the difference between 50 percent of the total benefit
and the aggregate payable under this subchapter to all others.

Subsection 860(b) deals with survivor benefits to former
spouses married to a participant for the same periods as specified
in subsection 860(a)(1l).

Subsection (b)(1) authorizes payment to a qualified former
spouse of a share of survivor benefits otherwise payable to a
surviving spouse unless a court order or spousal agreement governs
the distribution of survivor benefits.

Subsection (b)(2) provides that the share payable to a former
spouse shall be equal to 100 percent of the benefits payable to a
surviving spouse if the former spouse was married to the deceased
for the entire period of the deceased's creditable service. If the
marriage did not endure throughout the creditable service, a pro
rata share of 100 percent of the survivor benefit would be payable
to the former spouse.

Matters such as reduction of the member's annuity to provide
the survivor annuity, deposits, commencement, termination, and
maximum payable in the event of more than one claim not d?alt with
in this subchapter will be governed by the corresponding rules for
survivor benefits to former spouses under chapter 84, title 5, U.S.
Code pursuant to section 851 establishing the Foreign Service

Pension System.
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Subsection 860(c) prohibits a participant from making an
election concerning payment of annuity or thrift account that would
diminish benefits provided to a former spouse pursuant to this
section or a spousal agreement.

Subsection 860(d) covers the situation where a member becomes
entitled to benefits under both the Foreign Service Retirement
System and the Foreign Service Pension System and has a former
spouse at the time of transfer to the latter System. In the common
situation where benefits are apportioned pusuant to a court order or
spousal agreement, the intent may be to provide a pro rata share
distribution but the language of the instrument may base the share
on length of the marriage during service creditable only under the
Retirement System, and not under the Pension System. This will |
provide an especially large share of the Retirement System
benefits. If such an order or spousal agreement is not amended, it
would not be fair to provide, under this section, an additional pro
rata share of Pension System benefits to the former spouse. The
purpose of subsection(d) is io prohibit this possibility.

Similarly, in the case where a former spouse is entitled to a
~ pro rata share of Retirement System benefits based on years married
during the entire Government career, it would be unfair not to
provide the former spouse the same share of Pension System
benefits. Subsection (d) serves this purpose. A related amendment

is made to existing sections of the Act by section 410(c) of the
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bill. The purpose is to assure that two former'spouses married for
the same period to members who have identical careers, one of whom
transfers to the new Pension System and the other remains under the
old Retirement System, will each receive the same share of benefits
under this chapter, if payments are based on pro rata share
distributions.

subsection 860(e) authorizes payment of a survivor annuity to a
former spouse following the death of a participant during active
service or after separation with entitlement to a deferred annuity,
but before commencement of the annuity. Payment would be made
provided the deceased left with the Secretary of State a valid
spousal agreement providing for such survivor annuity and provided
the marriage had endured for the periods specified in subsection
(a)(1).

section 861 defines *gspousal aéreement' as an authenticated
agreement between a participant and a spouse or former spouse. A
participant who is currently married may not enter into a spousal
agreement with a former spouse without the consent of the current
spouse. A spousal agreement may be used to guarantee that certain
benefits, otherwise payable under this subchapter, will be paid to a
spouse or former spouse.

TABLE OF CONTENTS

Section 422 of the bill amends the table of conents in section

2 of the Foreign Service Act of 1980 to reflect amendments made by

the bill.
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EFFECTIVE DATE

Section 423(a) makes the Secretary's authority to regulate,
granted by the bill, effective upon enactment to facilitate
implementation of the new System.

Section 423(b) makes the amendment concerning election of
survivor annuity during the 18-month period after retirement added
by section 413 effective 3 months after enactment and apply in the

same mannder as the similar amendment affecting CSR in the Act of

February 27, 1986.
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